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DISCLAIMER 

The Financial Oversight and Management Board for Puerto Rico (the ñFOMB,ò or ñOversight Boardò) has formulated this 2020 
Fiscal Plan based on, among other things, information obtained from the Commonwealth of Puerto Rico (the ñCommonwealth,ò 
or the ñGovernmentò). 

This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination 
of internal controls or other attestation or review services in accordance with standards established by the American Institute of 
Certified Public Accountants or any other organization. Accordingly, the Oversight Board cannot express an opinion or any other 
form of assurance on the financial statements or any financial or other information or the internal controls of the Government and 
the information contained herein.  

This 2020 Fiscal Plan is directed to the Governor and Legislature of Puerto Rico based on underlying data obtained from the 
Government. No representations or warranties, express or implied, are made by the Oversight Board with respect to such 
information.  

This 2020 Fiscal Plan is not a Title III plan of adjustment. It does not specify classes of claims and treatments. It neither discharges 
debts nor extinguishes liens.  

This 2020 Fiscal Plan is based on what the Oversight Board believes is the best information currently available to it. To the extent 
the Oversight Board becomes aware of additional information after it certifies this 2020 Fiscal Plan that the Oversight Board 
determines warrants a revision of this 2020 Fiscal Plan, the Oversight Board will so revise it. 

For the avoidance of doubt, the Oversight Board does not consider and has not considered anything in the 2020 Fiscal Plan as 
a ñrecommendationò pursuant to Section 205(a). Nevertheless, to the extent that anything in the 2020 Fiscal Plan is ever deemed 
by the Governor or Legislature or determined by a court having subject matter jurisdiction to be a ñrecommendationò pursuant to 
Section 205(a), the Oversight Board hereby adopts it in the 2020 Fiscal Plan pursuant to PROMESA Section 201(b). 

Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future 
performance and involve certain risks, uncertainties, estimates and other assumptions made in this document. The economic 
and financial condition of the Government and its instrumentalities is affected by various legal, financial, social, economic, 
environmental, governmental and political factors. These factors can be very complex, may vary from one fiscal year to the next, 
and are frequently the result of actions taken or not taken, not only by the Government and the Oversight Board, but also by other 
third-party entities such as the government of the United States. Examples of these factors include, but are not limited to: 

ï Any future actions taken or not taken by the United States government related to Medicaid or the Affordable Care Act; 

ï The amount and timing of receipt of any distributions from the Federal Emergency Management Agency and private 
insurance companies to repair damage caused by Hurricanes María and Irma; 

ï The amount and timing of receipt of any amounts allocated to Puerto Rico and provided under the Community Disaster 
Loans Program; 

ï The amount and timing of any additional amounts appropriated by the United States government to address the impacts of 
the COVID-19 pandemic;  

ï The amount and timing of receipt of any additional amounts appropriated by the United States government to address the 
funding gap described herein; 

ï The timeline for completion of the work being done by the Puerto Rico Electric Power Authority (ñPREPAò) to repair PREPAôs 
electric system and infrastructure and the impact of any future developments or issues related to PREPAôs electric system 
and infrastructure on Puerto Ricoôs economic growth; 

ï The impact of the COVID-19 pandemic on the financial, social, economic, and demographic condition of Puerto Rico;  

ï The impact of the measures described herein on outmigration; and 

ï The impact of the resolution of any pending litigation in the Title III cases 

Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in 
this document. Future events and actual results may differ materially from any estimates, projections, or statements contained 
herein. Nothing in this document should be considered as an express or implied warranty of facts or future events; provided, 
however, that the Government is required to implement the measures in this 2020 Fiscal Plan and the Oversight Board reserves 
all its rights to compel compliance. Nothing in this document shall be considered a solicitation, recommendation or advice to any 
person to participate, pursue or support a course of action or transaction, to purchase or sell any security, or to make any 
investment decision. 

By receiving this document, the recipient is deemed to have acknowledged the terms of these limitations. This document may 
contain capitalized terms that are not defined herein or may contain terms that are discussed in other documents or that are 
commonly understood. You should make no assumptions about the meaning of capitalized terms that are not defined, and you 
should refer questions to the Oversight Board at comments@oversightboard.pr.gov should clarification be required. 
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List of Acronyms and Key Terms 

AAFAF Puerto Rico Fiscal Agency and Financial Advisory Authority (Spanish acronym) 

ADEA Agricultural Enterprise Development Administration (Spanish acronym) 

ADSEF Family Socio-Economic Development Administration (Spanish acronym) 

AFSCME American Federation of State, County and Municipal Employees 

AMPR Asociación de Maestros de Puerto Rico 

April 2018 Fiscal 

Plan 
Fiscal Plan certified April 2018, immediately following Hurricanes Maria and Irma which first set out the major reforms  

ASEM Puerto Rico Medical Services Administration (Spanish acronym) 

ASES Puerto Rico Health Insurance Administration (Spanish acronym) 

CAFR Comprehensive Annual Financial Report 

CAGR Compound Annual Growth Rate 

CBO Congressional Budget Office 

CDBG Community Development Block Grant 

CHIP Childrenôs Health Insurance Program (CHIP) 

COFIM La Corporación de Financiamiento Municipal 

COFINA Puerto Rico Sales Tax Financing Corporation (Spanish acronym) 

COSSEC Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives (Spanish acronym) 

COR3 

DCR 

Central Office for Recovery, Reconstruction, and Resiliency  

Department of Corrections and Rehabilitation 

DB Defined Benefit pension plan  

DC Defined Contribution pension plan  

DDEC Puerto Rico Department of Economic Development Commerce (Spanish acronym) 

DOH Department of Health 

DOJ Department of Justice 

DPS Department of Public Safety 

DSA Debt Sustainability Analysis  

EITC Earned Income Tax Credit 

ERS Employee Retirement System 

FAM Municipal Administration Fund 

FDI Foreign Direct Investment 

Federal Government The US Federal Government 

FEMA Federal Emergency Management Agency 

FMAP Federal Medical Assistance Percentage (FMAP) 

FOMB Financial Oversight and Management Board for Puerto Rico 

FQHC Federally Qualified Health Center 

FYTD Fiscal-Year-To-Date 

GAO US Government Accountability Office 

GDB Government Development Bank for Puerto Rico 

GDP Gross Domestic Product 

GF General Fund 

GFEWG Governorôs Fiscal and Economic Working Group 

GNP Gross National Product 

Government Government of Puerto Rico 

Governor Governor Wanda Vázquez Garced 

Hacienda Puerto Rico Department of Treasury 

HHS US Department of Health and Human Services 

HUD US Department of Housing and Urban Development 

Hurricanes Hurricane Irma and Hurricane Maria 

IFCU Independently Forecasted Component Units 

IMF International Monetary Fund 

IPR Invest Puerto Rico  

Island Puerto Rico 

KPIs Key Performance Indicators 

LEA Local Education Agency 

March 2017 Fiscal 

Plan 

Fiscal Plan certified by the Financial Oversight and Management Board in March 2017, before Hurricanes Maria and Irma hit 

the Island  

MADS Maximum Annual Debt Service 

MCOs Managed Care Organizations 

MFCU Medicaid Fraud Control Units 

Mi Salud  Medicaid program in Puerto Rico (now called VITAL) 

MMIS Medicaid Management Information System 

NAP Nutrition Assistance Program (Spanish: Programa de Asistencia Nutricional, PAN)  

NRW Non-Resident Withholdings 

OCFO Office of the CFO 

October 2018 Fiscal 

Plan 

Fiscal Plan certified by the Financial Oversight and Management Board in October 2018, updated for 2018 revenue and 

expenditure actuals  

OMB Office of Management and Budget 

P3 Public Private Partnerships 

P3 Authority Public Private Partnership Authority 

PA Public Assistance 

Parties AAFAF and the Government 
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PayGo  
Defined benefit actuarial responsibility program by which agencies and instrumentalities are responsible for paying their 

pensions obligations on an annual basis via a ñPayGo Chargeò 

PBA Public Buildings Authority 

Platino  Medicare Advantage program that also provides Medicaid wraparound services equivalent to Mi Salud / VITAL program 

PMO Program Management Office 

PMPM Per Member Per Month 

PRASA Puerto Rico Aqueduct and Sewer Authority 

PRCCDA Puerto Rico Convention Center District Authority 

PRDE Puerto Rico Department of Education 

PREB Puerto Rico Energy Bureau 

PREMA Puerto Rico Emergency Management Agency 

PREPA Puerto Rico Electric and Power Authority 

PRHFA (or HFA) Puerto Rico Housing Finance Authority 

PRHTA (or HTA) Puerto Rico Highway and Transportation Authority  

PRIDCO Puerto Rico Industrial Development Company 

PRITS Puerto Rico Information Technology Service 

PROMESA Puerto Rico Oversight, Management and Economic Stability Act 

PRPB Puerto Rico Police Bureau 

PRTC Puerto Rico Tourism Corporation 

PSC Puerto Rico Public Service Commission 

RFQP Request for Proposal 

SCO 

SRF 

State Coordinating Officer 

Special Revenue Fund 

SR Structural Reform 

SUT Sales and Use Tax 

SIFC State Insurance Fund Corporation 

TANF Temporary Assistance for Needy Families  

UPR University of Puerto Rico 

WIOA Workforce Innovation and Opportunity Act 

2019 Fiscal Plan Fiscal Plan certified by the Financial Oversight and Management Board in May 2019 

 

  



 

5 

Table of Contents 

Executive Summary  ................................ ................................ ...........................  8  

PART I: Context for Puerto Ricoôs current economic and fiscal challenges ......  20  

 Long-term economic trends in Puerto Rico  ..........................................................20 

 Enactment of PROMESA ....................................................................................... 21 

 Fiscal plan updates due to natural disasters and emergencies  ........................... 22 

PART II. Puerto Ricoôs path to fiscal and economic sustainab ility  ....................  25  

 Macroeconomic and demographic trajectory  ...................................................... 25 

 Impact of the global COVID-19 pandemic ............................................................. 26 

 Federal and local relief spending for Hurricanes Maria and Irma, earthquakes, 
and the global COVID-19 pandemic ...................................................................... 28 

 Impact of fiscal or Government efficiency measures ............................................ 36 

 Impact of structural reforms  ................................................................................. 37 

 Population projections  ........................................................................................... 37 

 Impact of First Circuit ruling on Supplemental Security Income benefits  ........... 38 

 Fiscal Plan financial projections (FY2020 -FY2025) ............................................ 39 

 Baseline revenue forecast ..................................................................................... 40 

 Baseline expenditure forecast ................................................................................ 47 

 Surplus potentially not available for Commonwealth  ........................................... 53 

 Long-term projections and Debt Sustainability Analysis (DSA)  ......................... 53 

 Long-term macroeconomic, revenue, and expenditure projections ..................... 54 

 Debt Sustainability Analysis (DSA) ....................................................................... 59 

Part III. Investments to  revitalize Puer to Rico  ................................ .................  67 

 Strengthening Puerto Ricoôs technology sector .................................................... 71 

 Broadband infrastructure  ...................................................................................... 71 

 21st Century Technical and Business Education Fund ........................................... 74 

PART IV: Restoring growth to the Island  ................................ .........................  76 

 Human capital & welfare reform  ......................................................................... 78 

 Basis for human capital and welfare reforms ........................................................ 78 

 Broadly publicize an Earned Income Tax Credit (EITC)  ...................................... 80  

 Introduce a Nutritional Assistance Program (NAP) work/volunteer 
requirement  ........................................................................................................... 82 

 Create high-quality workforc e development programs ......................................... 84 

 K-12 education reform  .......................................................................................... 97 

 Identify goals and design a strategic plan to guide reforms ................................ 100 

 Launch evidence-based curriculum reforms  ....................................................... 102 

 Create a post-COVID-19 back-to-school plan and stand up distance learning 
capabilitie s ........................................................................................................... 104 

 Improve professional development opportunities for directors and teachers  .... 107 

 Make targeted investments to boost family engagement .................................... 109 

 Systematically collect, manage, and leverage data ............................................... 111 

 Ease of doing business reform ........................................................................... 113 



 

6 

 Current state of business regulation, investment promotion, and tourism 
attraction  ............................................................................................................... 113 

 Streamline permits to promote busine ss activity and public safety ..................... 116 

 Overhaul property registration to facilitate financial transactions and promote 
disaster-preparedness ........................................................................................... 121 

 Simplify paying t axes to spur economic activity .................................................. 123 

 Reduce occupational licensing to facilitate labor force participation  ................. 125 

 Eliminate inefficient on -Island freight regulations  ............................................. 126 

 Strengthen offshore investment attraction efforts  .............................................. 127 

 Prime touris m attraction efforts for success ........................................................ 129 

 Power sector reform  .......................................................................................... 132 

 Introduction and context for energy refo rm ........................................................ 132 

 Energy regulatory reform and oversight  ............................................................. 134 

 Vision and structure for an energy system operator ........................................... 138 

 Energy sector debt restructuring ......................................................................... 138 

 Implementation and enforcement of power sector reform  ................................. 139 

 Infrastructure reform  ........................................................................................ 140 

 Current state of infrastructure and capital investment  ....................................... 140 

 Implementation  of infrastructu re reform ............................................................. 141 

 Implementation of public transportation reform  ................................................ 142 

PART V: Transforming government to better serve the Island  .......................  145 

 Agency efficiency reform  ................................................................................... 147 

 Agency operational efficiencies and improvements ............................................ 149 

 Investing to support agency efficiency and recovery ........................................... 152 

 Department of Education (PRDE)  ....................................................................... 152 

 Department of Health (DOH)  .............................................................................. 170 

 Department of Public Safety (DPS) ......................................................................177 

 Department of Corrections and Rehabilitati on (DCR) ........................................ 183 

 Department of Economic Development and Commerce (DDEC) ....................... 188 

 Puerto Rico Innovation and Technology Services (PRITS) .................................. 191 

 Legislative Assembly ............................................................................................ 194 

 General Court of Justice ...................................................................................... 194 

 State Elections Commission ................................................................................ 195 

 Agencies that promote public integrity and transparency .................................. 196 

 All other agencies ................................................................................................. 197 

 Office of the Chief Financial Officer (OCFO) ..................................................... 198 

 OCFO design parameters .................................................................................... 200  

 OCFO structure and agency efficiency measures ............................................... 202 

 Looking ahead ï efficiency savings to be achieved and required implementation 
actions .................................................................................................................. 205 

 Medicaid investments and reform  ................................................................... 206 

 Current State of Puerto Ricoôs Medicaid program.............................................. 206 

 Medicaid reform measures .................................................................................. 207 

 Medicaid investments ........................................................................................... 211 

 Tax compliance and fees enhancement ............................................................. 213 



 

7 

 Current state and future vision for tax environment  ........................................... 213 

 Administrative tax initiatives to increase revenue collections  ............................ 214 

 Implementation and enforcement of revenue measures ..................................... 216 

 Reduction in appropriations to UPR  ................................................................. 219 

 Current state and vision ....................................................................................... 219 

 Key initiatives to reduce appropriations  .............................................................. 221 

 Municipal servi ces reform ................................................................................. 222 

 Current state ........................................................................................................ 222 

 Disaster Recovery and the COVID-19 crisis ........................................................ 226 

 Vision and reform needed to transform municipal services  ...............................228 

 Pension reform .................................................................................................. 231 

 Current state of and required changes to pension reform ................................... 231 

 Proposed pension reform initiatives  .................................................................... 234 

 Implementation and enforcement of pensio ns measures ................................... 238 

 Ensuring successful implementation and fiscal controls ................................. 245 

 Implementation architecture  ............................................................................... 245 

 Oversight Board and OCFO implementation collaboration  ................................ 246 

 Reporting on Fiscal Plan reforms ........................................................................ 247 

 Ensuring fiscal controls and transparency .......................................................... 247 

 Plan of Adjustment  ............................................................................................ 252 

PART VI. Conclusion  ................................ ................................ ......................  254  

Appendix  ................................ ................................ ................................ .......  255  

 Model presentation  ........................................................................................... 255 

 Overview of entities covered by and excluded from the 2020 Fiscal Plan .......... 255 

 Macroeconomic projections  .............................................................................. 258 

 Economic and demographic trends ..................................................................... 258 

 Financial projections  ....................................................................................... 260 

 Detailed financial projections  ............................................................................. 260 

 Fiscal measures ................................................................................................. 262 

 Agency efficiencies ............................................................................................... 262 

 Agency groupings and consolidation progress .................................................... 263 

 Key reform implementation milestones required by prior Fiscal Plans  ............. 265 

 

  



 

8 

Executive Summary 

The people of Puerto Rico need and deserve  plentiful good jobs, a dynamic and 
prospero us economy, affordable and reliable electricity, and an efficient and 
responsive public sector ðbut have not had any of these things for more than a 
decade.  Instead, since 2005, the number of people living under the poverty line has 
increased, the economy has shrunk, electricity has remained expensive and unreliable, labor 
market regulations have remained burdensome, the business environment has remained poor, 
and the public sector has provided declining levels of service at a high cost to residents.  

On top of these longstanding economic challenges, multiple large-scale natural disasters have 
struck Puerto Rico in the last three years, testing the resiliency of economic and social 
institutions like never bef ore.  

In the fall of 2017, Hurricanes Maria and Irm a inflicted unprecedented damage on the physical 
infrastructure of Puerto Rico, leaving large segments of the population without power for 
weeks and in many cases months. Thousands died, many of them due not to the direct effects 
of the storm but rather it s aftereffects. There was widespread economic dislocation in the 
aftermath as the scale of the damage became evident. Impact to the housing stock, power and 
water infrastructure, and inland transportation infrastructure, created extremely challenging 
conditions for residents , while the small business sector was badly damaged as inventories 
were destroyed and the economy suffered an abrupt negative shock. 

After a very difficult period in the immediate aftermath of the storms, the economy gradually 
recovered, and efforts turned to rebuilding. Aided by a large -scale federal response, the hard 
work assessing the damage to critical infrastructure occurred throu gh the fall of 2017 and into 
2018. 

In the summer of 2019, the residents of Puerto Rico reacted with outr age to publicly released 
comments by the governor and other senior officials. The actions resulted in a crisis of 
confidence in government institutions,  and large-scale public protests. The Oversight Board 
watched the protests with admiration for th e forti tude of the people of Puerto Rico and with 
sadness for the crisis that made the protests necessary. For far too long government in Puerto 
Rico has failed to treat the Islandôs residents with the respect that they deserve. Governor 
Rosselló and other senior officials ultimately resigned, resulting in Governor Vázquez taking 
office. Just as the Island was recovering from political disruption and embarking o n 
reconstruction at the end of 2019, Puerto Rico suffered the most serious earthquakes in recent 
memory, resulting in structural damage to buildings across southwestern Puerto Rico. 
Residents of these communities were subjected to hundreds of aftershocks over several 
months, some approaching the strength of the first earthquakes. Communities faced concerns 
over public safety as infrastructure was affected, businesses suffered further disruption , and 
the Government saw damage to schools, prisons and other crucial infrastructure. The full 
extent of the damage is still unknown, and rebuilding efforts in  some places have not yet 
begun.  

Finally, only two months late r, Puerto Rico ï along with the rest of the world  ï was confronted 
with the COVID -19 global pandemic. Overnight, the economy shut down except for the most 
critical activities as the Government took prudent steps to mitigate the risk of a catastrophic 
public health crisis. Unemployment has skyrocketed as many businesses have been forced to 
shut down, and the local and federal governments have quickly mobilized to provide support. 
Many projections i ndicate that the economic shock due to COVID-19 will be worse than that 
of the Great Recession. The pathway to economic recovery remains highly dependent on the 
overall public health response and the federal governmentôs ability to provide economic 
support  for th ose whose livelihoods are at risk.  
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For nearly four years, the Financial Oversight and Management Board for Puerto Rico 
(ñFOMBò or the ñOversight Boardò) has worked to fulfill the mandate of PROMESA: to ensure 
fiscal sustainability and restore access to capital markets. In the first instance, due to the 
unending series of unpredictable disasters, the effort has focused on utilizing certified Fiscal 
Plans and Budgets to ensure Puerto Rico is able to respond to these crises while also moving 
toward medium and long term fiscal and economic sustainability.  

Fiscal Plans have pressed for major structural reforms to restore competitiveness, enable 
growth, and spur a return to prosperity . These includ e human capital, welfare, and education 
reforms to advance successful participation in the formal labor market , reforms to streamline 
core business processes (e.g., paying taxes, registering property and obtain ing permits ) to 
improve the ease of doing business and enable job creation, and proposals to enable reli able 
power and stable infrastructure for businesses and households. In addition to these structural 
reforms, the Fiscal Plans have focused on improving the responsiveness and efficiency of the 
Government, while reducing unnecessary administrative expenses and mit igating the 
escalating growth of healthcare and pension costs, which could otherwise cripple future 
governments.  

The Fiscal Plans have accompanied these reforms with targeted investments in and support 
for those on the front lines of service delivery. Over the years, the Fiscal Plans have provided 
for salary raises for teachers, principals, firefighters, and police officers to ensure salaries for 
these critical frontline roles are more competitive. Strategic capital investments have been 
made in hospitals,  correctional institutions, public safety equipment, and other infrastructure. 
Moreover, the Fiscal Plans have included increased spending in areas that are important for 
the people of Puerto Rico: funds for an Earned Income Tax Credit to encourage more formal 
labor market participation , needs-based scholarships for UPR to ensure every student on the 
Island can access higher education, funds for the Puerto Rico Clean Water and Drinking Water 
State Revolving Fund, and an emergency reserve to enable immediate Government action in 
times of crisis, among others. 

At the onset of the COVID-19 crisis, the Oversight Board mobilized in close partnership with 
the Government to deliver immediate support and relief.  This included providing a $787 
mi llion package of measures to support front -line workers and small businesses. The 
Government also took executive actions that the Oversight Board supported to provide 
temporary relief on tax payment deadlines. Finally, the Oversight Board approved actions to 
provide a $400 mil lion advance on federal funding for economic impact payments 
administered by Hacienda, as well as a liquidity facility  of up to $185 million  for municipalities 
suffering from revenue collection deferrals. 

Since certifying the first Fis cal Plan in 2017, and notwithstanding the emergencies, the 
Oversight Board has been able to drive meaningful progress in creating a leaner, more 
affordable government. This has resulted in the ability of the Government to increase 
expenditures at a time of crisis, while ensuring total expenditure  levels remain within total  
available revenues, rather than be forced to cut budgets that have not been carefully managed, 
as other states have been forced to do as COVID-19 has caused revenues to drop. There is a 
new level of transparency and control over Government spend, including the elimination of 
multi -year appropriations that permitted overspending ; controls over the reapportionment of 
funding between concepts of spend to eliminate the defunding of accrued liabilities; and 
regular reporting on revenues and expenses. Moreover, the 2020 and 2021 budgets were built 
at a granular ñconcept codeò level (e.g., differentiating  between spend on professional IT 
services versus advisory services). The Oversight Board has been able to reject contracts that 
could have led to overspending, such as the proposal to externalize Puerto Rican prisons, and 
the Government has been held accountable to its implementation requirements  via public 
hearings, such as those held on education, public safety, corrections, and economic 
development.  
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Unfortunately, despite this real progress in the face of ongoing crises, the Government has still 
failed to achieve meaningful economic growth through structural reforms or drive operational 
change that would deliver greater responsiveness and efficiency of government services. 
Efforts at private sector labor market  reform s have stalled and the impact of human capital 
and welfare reform is not expected for several years. The Governmentôs efforts to improve the 
ease of doing business have not changed the burden on businesses in any meaningful way. 
Rather than achieving budget savings by improving the way services are delivered or 
discontinuing duplicative or unimportant services , the Government has enacted broad-based 
early retirement programs to reduce headcount, creating major gaps in capabilities and 
functionality  and potentially putting services at risk.  

Across many areas, the Government has struggled to implement changes, with even new 
investments often not dri ving the intended use. For example, salary raises provided for 
teachers were improperly implemented, bringing new litigation costs, while police officersô 
enrollment in Social Security was delayed by six months. Despite efforts by members of the 
Government, the Oversight Board, and the Federal Government ï which has increased 
oversight over the use of federal funds, installed federal monitors in certain agencies, and 
managed expectations via consent decrees ï the Government has been unable to meet the 
increasingly urgent need for real change.  

The 2020 Fiscal Plan financial forecasts suggest that the current financial trajectory is not 
sustainable in the long-term. Perhaps more importantly, the 2020 Fiscal Plan ï even if 
imp lemented in full ï will  not raise Puerto Rico and its residents to a level of prosperity 
comparable to even the poorest states on the US mainland. There continues to be insufficient 
political appetite to drive the types of structural reforms that are n eeded to create sustainable 
economic growth and an inability to implement even reforms that have nominally been 
agreed-upon. 

As the US and Puerto Rico begin to recover from the current economic and health crisis, and 
while there is national fiscal and monetary policy support, the Government must act with an 
exceptional level of determination . With so many residents suffering from the economic 
consequences of successive natural disasters, the need for change is even more urgent.  

The 2020 Fiscal Plan includes dozens of practical actions that the Government must take to 
create a more accountable, affordable, and transparent government, with resources focused 
on improving the front -line services that matter. Given the global COVID-19 pandemic, the 
2020 Fiscal Plan pauses most government r ight -sizing measures for a year, so that the full 
focus of Government may focus on recovery and implementation. To drive efficient and 
successful implementation of key reforms and outcomes, the 2020 Fiscal Plan also introduces 
milestone budgeting, which wi ll provide for in vestments in certain areas once key milestones 
are achieved. Crucial milestones include: final establishment of the Defined Contribution 
accounts for public retirees and employees; the publication of the 2017 Comprehensive 
Audited Financia l Report (and progress towards publication of subsequent year reports); 
implementation of time and attendance reporting ; and meaningful consolidation of back-
offices to create efficiencies, among others.  

The 2020 Fiscal Plan also lays out discrete actions that must be taken to make structural 
reforms to the economy, improving labor force participation, the ease of doing business, and 
energy and infrastructure management. Finally , the 2020 Fiscal Plan includes strategic one-
time investments to speed up Puerto Ricoôs recovery in light of the natural disasters and 
COVID-19 by allocating funds to strengthen the Islandôs public healthcare system, human 
capital, and telecommunications infrastructure.  

Absent real reform , Puerto Rico may not ever fully recover from all its recent crises. The 2020 
Fiscal Plan lays out the meaningful changes needed to lead to an effective, responsive 
government and growing economy.   
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*   *   * 

Prior to the enactment of PROMESA, Puerto Rico had been mired in an economic 
and demographic downward spiral  for a decade.  As of 2018, the economy was $18 
billion smaller in real terms and the population was more than half a million smaller (largely 
due to outmigration ) than it was in 2005 ï trends that, even before recent natural disasters, 
were projected to continue. 1 Over 40% of the population (including ~58% of Puerto Rican 
children) lives below the poverty line, and ~47% are dependent on Medicaid for healthcare.  

Meanwhile, before PROMESA, the consolidated Commonwealthôs outstanding debt and 
pension liabilit ies had grown to over $120 billion ï with  more than $70 billion in financial 
debt and more than $50 billion in pension liabilities  ï an amount almost twice the size of 
Puerto Ricoôs economy.  

These core challenges were not new and temporary; they had been long-standing and 
structural. For decades, the private sector had been overly reliant on now-expired federal tax 
advantages while having to operate in a difficult business climate with poor infrastructure, 
cumbersome laws and regulations, and expensive and unreliable electricity and transit 
systems.  

Other challenges included a large public sector that had struggled to deliver improved 
outcomes in critical areas such as ease of doing business and education, as well as a labor force 
participation rate that was (and continues to be) among the lowest in the world. In the World 
Bankôs Worldwide Governance Indicators, Puerto Rico ranks far below the mainland United 
States in ñvoice and accountabilityò for residents, government quality , regulatory quality, rule 
of law, and control of corruption. 2 In the OECDôs 2015 Program for International Student 
Assessment (PISA), only six countries or regions in the world scored lower than Puerto Rico 
in science and reading, and only three scored lower than Puerto Rico in math.3 Likewise, of 
the 233 countries or regions for which the World B ank measures labor force participation 
rates, Puerto Rico is currently ranked 232. In the three decades that the World Bank has 
gathered such data, Puerto Rico has never ranked higher than 212. These are structural 
problems that demand structural solutions , but to date, the Oversight Board has seen neither 
the willingness nor the ability, on the part of the Government, to enact structural reforms 
sufficient to addr ess these problems that hold back the standard of living of Puerto Ricoôs 
residents. 

Finally, Puerto Rico had fiscal management challenges for years, creating a growing deficit 
(Exhibit 1). This deficit was difficult  to forecast with certainty because of the protracted delays 
in issuing annual audited financial statements, lack of proper fiscal controls, lack of centralized 
financial records, and inefficient financial management. Puerto Rico had also been in an 
economic structural declin e for over a decade, which led to an eroding tax base. To finance 
these primary deficits, Puerto Rico had resorted to issuing debt which became unsustainable. 
As the Oversight Board began its work in late 2016, the Commonwealth was projected to run 
structu ral annual deficits exceeding $7 billion, or $3 billion before debt service.  

 
1 The World Bank Group, World Development Indicators 
2 The World Bank Group, Worldwide Governance Indicators 

3 U.S. Department of Education, Institute of Education Sciences, National Center for Education Statistics, Program for 
International Student Assessment (PISA) 2015, State Results: Puerto Rico. 
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EXHIBIT 1: PROJECTED PRE-FISCAL PLAN DEFICIT (BEFORE THE HURRICANES)  

 

*   *   * 

In light of the debt crisis and unsustain able path of the Governmentôs finances, 
when the Oversight Board was appointed in 2016, it set out to find long -term 
solutions , certifying Fiscal Plans that have established the following priorities:  

ƴ Creating a lean er, more affordable government . The Oversight Board has outlin ed 
necessary operational changes to streamline the Government  and enable the reduction of 
unnecessary administrative expenses. Such reforms include improving management of the 
public education system, pursuing civilianization to enable  more sworn police officers to 
move into the field, consolidating agencies to enable coordination and back-office 
efficiencies, reducing the correctional system footpri nt to enhance staffing practices, 
privatizing WIPR, incorporating best practices in digi tization , and improv ing Elections 
Commission operations. As such, the Oversight Board has identified how to remove 
barriers to efficient and effective government service delivery. 

ƴ Identifying specific actions needed to reform the structure of the economy 
and create the conditions for g rowth in Puerto Rico . The Oversight Board has 
provided a comprehensive plan for  as well as targeted investments to driv e economic 
growth by improving participation in the formal labor market ; spurring  job creation; 
transformin g the education system; improv ing access to reliable infrastructure and 
energy; and supporting the people of Puerto Rico through workforce development 
programs.  

ƴ Increasing transparency  of  and controls over Government finances . By 
instituting b udgets designed at the cost concept level, regular reporting on cash and actual 
expenditures, formal processes for reapportionments and allocation of capital 
expenditures, and reviews of major contracts to ensure fiscal plan compliance, the 
Oversight Board has given stakeholders a common fact base around the Governmentôs 
fiscal situation and reduced superfluous and non-transparent spending.  

ƴ Directing resources to front line s ervice delivery . The Oversight Board has 
enhanced the impact of Government spending through pr iority investments in areas of  
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demonstrated need such as public safety, health care, and education, and to enable 
response to natural disasters.  

ƴ Maximizing the  impact of federal investments in Puerto Rico . The Oversight 
Board has placed particular emphasis on aligning federal funds towards investments that 
will  accelerate progress as much as possible against the key reform areas, such as 
infrastructure, COVID-19 response, health system improvements, educational outcomes, 
and economic growth. 

While Fiscal Plans have been able to outline  potential major improvements , progress within 
the Government has been slow overall. Government agencies have reduced expenditures, but 
typically not in the fashion that the Oversight Board required in its Fiscal Plans. In stead of 
rethinking business processes and ways of working, agencies have almost exclusively relied on 
attrition and early retirement programs broadly applied to reduce expenses in ways that may 
cause longer-term risks to the Governmentôs abili ty to deliver services. Progress has also been 
limited across other key reform s. Some examples include: 

ƴ Actions to consolidate government agencies  and to allocate resources away from 
back office to front line activities have been severely slowed or abandon ed 
altogethe r . 

ƴ There continue to be issues wit h financial transparency and accountability  given 
delays in system integration (e.g., ERP and accounting systems are still disconnected), 
issuance of consolidated audited financial statements, and establishment of a robust OCFO 
function to ensure a coordinated Government fiscal management effort across budgeting, 
implementation, personnel , and procurement. 

ƴ Efforts to improve ease of doing business in Puerto Rico have not resulted in meaningful 
change, and Puerto  Ricoôs Ease  of Doing Business rankings contin ue to decline  
as other jurisdictions have improved , contributing to low levels of new investment . 

ƴ Labor  force  participation has not increased  given the Governmentôs refusal to 
pursue comprehensive private sector labor mark et reform, coupled with a major de lay in 
institution of the NAP work/volunteer requirement and limited public  communication 
efforts to raise awareness of the new Earned Income Tax benefit.  

ƴ While the Government has completed the transition to a single region managed care model 
for Medicaid , it has stalled in pursuing value -based health system reforms and 
Medicaid fraud, waste, and abuse reform initiatives . 

ƴ Investments that Fisc al Plan s have funded  for the addition of staff  or improvements 
in compensation (e.g., police civilian admin staff, Forensics technicians/specialists, police 
insurance and Social Security) have not be en  spent as intended and are often 
delayed, diluting thei r intended effect . 

In order to overcome the challenges facing the Island and to put Puerto Rico on a sustainable 
tr ajectory, it is important for the Government to commit to urgent reform.  

*   *   * 

Puerto Rico can overcome this current public health and economic crisis. It will 
be a difficult road ahead over the coming months and years, but the people of Puerto Rico have 
proven their resiliency . It is with  that in mind that the 2020 Fiscal Plan lays out a blueprint 
for actions that the Government must take to responsibly prepare for the future , 
notwithstanding uncertainties or further difficulties .  

Puerto Rico must ur gently adopt a series of bold actions to improve its fiscal and 
economic trajectory.  Long-term trends have only been exacerbated by the impact of 
COVID-19 and damage from the hurricanes and earthquakes that have ravaged the Island, and 
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the economic future of the Island is more uncertain than ever. Now more than ever reforms 
and government efficiency measures are essential to counter negative growth, create the best 
possible conditions for the people and businesses of Puerto Rico, and to make the Government 
of Puerto Rico more efficient, effective, and responsive to its residents.  

The 2020 Fiscal Plan reflects the fact that the Government has not taken sufficient action to 
transform government service delivery.  As such, it provides a one -year pause  in most 
categories of government rightsizing  to allow the Government to focus on 
implementation  of efficiency reform s. Rather than further delay progress, the purpose 
of this pause is to ensure every possibility of successful, focused implementation.  The Fiscal 
Plan includes detailed actions, timelines, and milestones that will require urgent action  over 
several years by the Government to make progress. 

Government efficiency and other fiscal measures  

The 2020 Fiscal Plan proposes a set of Government efficiency measures that the Government 
must take (ñmeasuresò) to increase government revenues and make government more 
responsive: 

ƴ Agency efficiencies :  Consolidating agencies to leverage valuable human and financial 
resources, centraliz ing procurement to achieve greater purchasing power and 
transparency, transforming processes, and deploying new management tools and practices 
to deliver better governmental services for substantially lower cost 

ƴ Creation of Office of the CFO :  Instituting fiscal controls and accountability,  
centralizing fiscal authority, and improving governance, accountability, and transparency  
over budgets, reform implementation, procurement, and personnel  

ƴ Medicaid  reform :  Taking the necessary steps to curb fraud, waste, and abuse in the 
healthcare system, ensuring that resources are directed to those in need of health services, 
and improv ing health outcomes on the Island 

ƴ Enhanced tax compliance and optimized taxes and fees :  Employing new 
technology and other innovative and commonly-used practices in other jurisdictions to 
broaden the tax base, reduce fraud, and improve fairness to boost overall tax revenues, and 
adjusting existing taxes and fees to capture revenues from under-leveraged sources 

ƴ Reduction of appro priations :  Encouraging sound fiscal self-management and 
revenue generation among municipalities and the University of Puerto Rico  by reducing 
central Government appropriations, while meeting the needs of students facing financial 
challenges with the creation of an independently-managed, means-tested scholarship fund 

ƴ Comprehensive pension reform :  Improving the financial stability of public 
employees through reforms that maintain enough funds to comply with the payment of 
pensions and provide the administrati on necessary to create a defined contribution plan 
for employees 

The impact of these measures on revenues and expenditures is demonstrated in Exhibit 2. 
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EXHIBIT 2: IMPACT OF REVENUE AND EXPENDITURE MEASURES ON OWN 
REVENUES AND EXPENDITURES  

 

Investment in COVID -19 response and other core priorit y investments  

To ensure successful delivery of the above efficiency measures and to allocate resources to the 
areas of highest need, the, the 2020 Fiscal Plan also includes substantial investments. 
Categories of investment include:  

ƴ Immediate support for  COVID -19 respons e:  Recognizing the imperative for the 
public health system to focus its efforts on slowing the spread of COVID-19 and healing 
those affected, as part of the Emergency Measures Support Package certified on March 28, 
2020, the Oversight Board approved $787 million in additional expenditures solely 
focused on COVID-19 response. These funds are intended to provide ñhazard payò for 
frontline workers (including public and private  nurses and technicians, police, certain 
correctional staff, and professionals managing taxes and financial operations), medical 
and public safety supplies and capital expenditures, distance learning in the public 
education system, and $100 million in supp ort for municipalities facing reductions in 
revenue due to the pandemic. 

ƴ Investing in critical healthcare infrastructure: The Oversight Board proposed the 
Government to use remaining FY2020 funds to invest in near-term improvements to the 
Islandôs healthcare infrastructure. These opportunities, which have previously been 
recommended by the Oversight Board but have not yet received Government agreement, 
represent $313 million of investment in areas that include addressing critical 
infrastructu re gaps in public hospitals (e.g., the renovation of functionally -obsolete 
facilities, purchase of power generators), instituting and expanding the use of Electronic 
Health Record programs, expanding access to care through development of telehealth 
infrastructure, enhanc ing access to opioid medication and treatment programs, and 
providing scholarships to healthcare students who are committed to working in 
underserved areas of Puerto Rico. 
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ƴ Enhancing healthcare services:  The 2020 Fiscal Plan builds on the strategic 
healthcare investments from prior Fiscal Plans to stabilize and improve the heal thcare 
system. It directs $586 million to  improve the availability and quality of care under the 
Medicaid system, maintain nurse and health professional staffing levels, increase hospital 
capacity through major capital projects, operationalize the Comprehensive Cancer Center, 
and enable operational efficiencies.  

ƴ Safeguarding public safety :  The 2020 Fiscal Plan adds to prior investments, enabling 
almost $1.3 billion in public safety funding. This includes continuing significant 
investments made in the May 2019 Fiscal Plan to provide sworn police officers with more 
competitive salaries and benefits (including, life and disability insurance, Social Security 
coverage), as well as the final of three installments to cover back pay for police, which 
represents ~$122 million in FY2021. These investments are meant to ensure that more 
sworn officers can remain on Island and serve in the field. Given the emergencies that 
Puerto Rico has recently experienced, the Oversight Board also believes it is ever more 
important t o ensure that there are enough emergency response personnel available to help 
residents. The 2020 Fiscal Plan provides funds to recruit paramedics and dispatchers, hire 
additional specialists at the Forensic Sciences Institute, support salary increases for 
firefighters, and provide public safety equipment, materials, and vehicles.  

ƴ Driving education outcomes : The Oversight Board has long recognized that 
significant and thoughtful investm ent in the educational system is key to a stronger 
economic future for Puerto Rico. The 2020 Fiscal Plan includes over $760 million for 
strengthening English Language Learning training for teachers, bringing psycholog ists on 
staff to provide evidence-based therapies for Special Education students, hiring additional 
public -school nurses, driving digitization to improve management and reporting, and 
compensating transitory teachers and directors, who PRDE mistakenly excluded from the 
FY2019 and FY2020 salary raises previously funded by the Oversight Board. 

ƴ Strengthening the techn ology sector:  Addressing the digital divide is critical to 
ensuring that all residents of Puerto Rico can take advantage of the well-documented 
socioeconomic benefits afforded by Internet connections (e.g., telehealth, distance 
learning, remote work). Impo rtant infrastructure gaps remain, particularly across rural 
areas of the Island. The 2020 Fiscal Plan includes $400 million to expand access to 
broadband for the residents of Puerto Rico, thereby improving economic opportunities for 
those in rural areas. The 2020 Fiscal Plan also recognizes that technology skills are critical 
for the future of the workforce; it thus includes $50 million in funding to invest in 
workforce development, specifically focused on business- and technology-related 
disciplines. 

ƴ React ivat ing  the manufacturing sector:  The COVID-19 pandemic has made it 
apparent that most raw materials and medical products necessary to ensure national 
security are manufactured in China, India, and other countries outside the US This 
represents a unique opportunity for Puerto Rico as a capable and reliable venue for 
manufacturing under the US flag. As part of implementation of the 2020 Fisc al Plan, the 
Oversight Board will conduct a comprehensive study to update the facts and acquire the 
knowledge necessary for the private sector and the Government to define a comprehensive 
and actionable plan to reactivate the manufacturing sector in Puerto Rico. 

ƴ University of Puerto Rico : The 2020 Fiscal Plan provides $43 million in FY2021 f or 
the UPR scholarship fund and a total of $179 million over FY2020-FY2025 to meet the 
needs of the most financially vulnerable students. The 2020 Fiscal Plan also provides $30 
million for an independently-managed scholarship fund for healthcare (e.g., medical, 
dental, nursing) students and residents who commit to serving in rural and underserved 
areas.  



 

17 

ƴ Supporting the needs of municipalities:  In addition to the $100 mill ion in support 
post-COVID-19, the Fiscal Plan includes several investments to support municipalities. 
These include: $185 million available through July 31, 2020, for a short -term liquidity 
facility to ensure that monthly property tax remittances can conti nue to be advanced to 
municipalities (given maj or delays in tax payments), thereby supporting the viability of 
municipal operations ,4 $110 million ($22 million per year through FY2025) as an incentive 
for voluntary service consolidation, and up to $ 92 mill ion to fund demolition and debris 
removal projects for municipalities in the southwest region of the Island. 

ƴ Transforming government services:  The 2020 Fiscal Plan includes $94 million to 
support hiring of additional staff in core programs (e.g., NAP, GSA procurement initiative) 
as well as incentives to drive change in government, including to publish the 2017 CAFR, 
conduct an analysis of the correctional system footprint to enable consolidation, 
implement a common ERP system, and publish private sector incentives.  

ƴ Expediting reconstruction efforts: The 2020 Fiscal Plan provides for $750 million in 
working capital to be made available to facilitate FEMA-approved reconstruction efforts. 
These funds will accelerate rebuilding efforts by providing the necessary capital upfront, 
with repayment via reimbursement from the Federal Government.5 

The goal of these investments is to ensure at agencies can continue to provide the services 
residents depend on while implementing the necessary efficiencies needed to maintain 
sustainable operations on Island.   

Structur al reforms  

Since 2017, the Oversight Board has worked with  the Government to implement numerous 
structural reforms, but there has been little meaningful progress in most areas. The structural 
reforms remaini ng in the 2020 Fiscal Plan are those where there has been alignment with the 
Government on the need to pursue change. That being said, as a result of natural disasters and 
poor implementation, meaningful progress on most reforms has been delayed. As such, the 
2020 Fiscal Plan provides an updated forecast reflecting such delays but also outlining the 
potential positive impact looking forward  (Exhibit  3).  

The 2020 Fiscal Plan outlines the following struc tural reforms:  

ƴ Human capital and welfare reform :  Promoting participation in the formal labor 
force by creating incentives to work through Earned Income Tax Credit (EITC) benefits 
and Nutritional Assistance Program (NAP) reform, as well as providing compreh ensive 
workfor ce development opportunities. EITC and NAP reform are projected to increase the 
economic growth rate by 0.15% in FY2026.  

ƴ K -12 education reform :  Transforming the K -12 education system to dramatically 
improve student outcomes and contribute to  an effective workforce in the long -term. 
Education reforms are projected to add 0.13% to the GNP growth rate between FY2037-
2049.  

ƴ Ease of doing business reform :  Improving the competitiveness and attractiveness of 
Puerto Ricoôs economy by reducing the obstacles to starting and sustaining a business 
through improvements to the processes to obtain permits, register property, and pay taxes; 
and by establishing best-in-class entities to attract investment and increase tourism. These 
reforms are projected to dr ive a 0.30% uptick in overall growth by FY2025.  

 
4  The liquidity facility is considered a use of the Commonwealth balance sheet, not a Fiscal Plan expense. 

5  The working capital facility is considered a use of the Commonwealth balance sheet, not a Fiscal Plan expense. 
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ƴ Power  sector reform :  Providing lower cost and more reliable energy through the 
transformation of PREPA, the establishment of an independent, expert, and well-funded 
energy regulator, and the development of cleaner and lower cost power generation. This 
reform is  projected to increase growth by 0.30% by FY2024.  

ƴ Infrastructure reform :  Integrating a ll transit assets under PRITA, so it can act as a 
unitary transit authority managing all transit assets on the Island (e.g., all buses, ferries, 
Tren Urbano) , and reforming the public transportation sector more broadly . 

EXHIBIT 3: IMPACT OF STRUCTURAL REFORMS  

  

The 2020 Fiscal Plan includes detailed activities, timelines, and milestones required to achieve 
this impact.   

Implementing these struc tural reforms and fiscal measures  fully on a timely 
basis  will enable the Island to move closer to a reality in which it has low-cost and reliable 
energy, robust infrastructure, more incentives to enter the forma l labor market, an improved 
regulatory and permitting environment, and a more effective and efficient p ublic sector. That 
said, these reforms are insufficient to put the Island on a path to growth, nor do they allow 
Puerto Rico to avoid future deficits, wh ich begin in FY2032 (see Exhibit 4). Thus, in the near 
future, the Government will be required to take additional measures , such as improving labor 
market flexibility through repealing restrictive laws and pursuing  meaningful tax reform to 
broaden the base of collection and lower rates. These incremental structural reforms  go 
beyond the five-year framework of this 2020 Fiscal Plan and are required to be able to have 
balanced budgets moving forward . Many of these reforms ï which would reduce deficits and 
therefore make funds available for a variety of potential uses, most importantly to invest in the 
people of Puerto Rico ï have been proposed by the Oversight Board, but the Oversight Board 
cannot implement them withou t the support of Puerto Ricoôs elected Government.  

1. Structural reforms begin in FY22, and thus have no impact from FY18-FY21
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EXHIBIT 4: 2020 FISCAL PLAN PROJECTED SURPLUS BEFORE AND AFTER 
MEASURES AND STRUCTURAL REFORMS  

 

In conclusion, the Government of Puerto Rico cannot afford to meet its current 
contractual debt obligations, even with  aggressive implementation of the 
included reforms and measures.  The cumulative effect of multiple unprecedented 
natural disasters, on top of a decade-long secular recession, have left Puerto Rico with 
substantially dim inished resources and capacity. Even with implementation of far -reaching, 
growth -inducing structural reforms, the 2020 Fiscal Plan projects that the Government 
cannot afford to meet its current contractual obligations. Recognizing the importance of the 
ongoing Title III proceedings, but takin g into account these realities, the Oversight Board has 
paused discussion and prosecution of the Plan of Adjustment and the corresponding 
Disclosure Statement filed on February 28, 2020. The Oversight Board recognizes that the 
development of the February 2020 Plan of Adjustment proposed a sustainable debt burden 
for the Commonwealth, while garnering the support of G eneral Obligation  and PBA 
bondholders holding in excess of fifty-nine percent (59%) of such indebtedness, or 
approximately $10 billion. This was  an important milestone and achieved through the 
assistance of the Title III Courtôs mediation team promoting dialogue among the Oversight 
Board and the Plan Support Agreement Creditors, all acting in good faith to achi eve a 
consensual resolution of the Commonwealthôs legacy debts. Clearly, the onset of the COVID-
19 pandemic has raised the specter of both near-term and long-term material, adverse impacts 
from the virus upon the people of Puerto Rico and its economy. While the severity and the 
duration (incl uding the possibility of recurrence) of the pandemic, as well as the full extent of 
federal support, are unknown, the Oversight Boardôs current pause on the implementation of 
the filed Plan of Adjustment has been, and remains, appropriate and necessary. The 2020 
Fiscal Plan lays out a prudent and integrated set of actions to restore fiscal balance in the short 
term and outlines opportunities for more ambitious additional reforms to create the 
conditions for long -term fis cal balance. 
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PART I: Context for Puerto Ricoôs current 
economic and fiscal challenges 

 Long-term economic trends in Puerto Rico 

Even before suffering a series of natural disasters in the form of hurricanes, earthquakes, and 
the COVID-19 pandemic from 2017-2020, Puerto Ricoôs economy had been in an acute 
structural decline for over a decade. The Government had defaulted on much of its debt, and 
nearly half of Puerto Ricans lived below the national poverty line. The reasons for these 
problems are multiple, but the root causes stretch back 40 years.  

In the 1940s and 1950s, led by Operation Bootstrap, Puerto Ricoôs economy grew rapidly and 
productivity increased by 5% per annum as it transitioned from an agricultural -led to a 
manufacturing -led economy. However, as economic performance began to decline in the 
1970s, the federal government adopted two significant policies to help Puerto Rico shore up 
its economy. 

First, transfer programs increased dramatically, particularly as Puerto Rico started receiving 
Nutri tional Assistance Program (NAP) funding , eventually providing, in aggregate, a 
proportion  of residentsô personal income that was twice the US mainland average. In addition 
to raising costs for the Government, these programs, at times, created disincentives to work 
due to benefits that were high relative to wages available in the formal labor market.  

Second, in 1976, Section 936 of the federal tax code was introduced to promote investments 
by companies that could transfer their ñintangible assetsò to Puerto Rico, and thereby shift 
profits to the  Island. These Section 936 companies, which were mostly in pharmaceuticals and 
life sciences, became a pillar of Puerto Ricoôs economy, creating valuable local supply chains 
and local banking deposits, and contributing substantial tax revenue. In the same year, Puerto 
Rico passed Law 80, which instituted protections against wrongful discharge for Puerto Rican 
workers and mandated severance for firms attempting to remove employees. This law made 
Puerto Ricoôs labor market significantly more rigid and placed it out of step with the prevailing 
labor markets in the US  

In 1996, Congress decided to end Section 936, gradually phasing it out by 2006. In the face of 
an anemic local private sector, the Government also expanded its employment to the point 
that, by 2000, 30% of Puerto Ricoôs jobs were in Government and a full 40% of workers with 
college degrees worked in the public sector. Major sectors such as water, electricity, and ports 
are still run by public corporati ons, and have consistently created a drain on the economy by 
delivering lower quality ser vices at high costs while crowding out private investment. There 
was also pervasive cross-subsidization among the Commonwealth, public corporations, and 
other parts of the public sector that obfuscates financial management and accountability. 
Finally, ther e was a high degree of political interference in decisions that affect every aspect of 
Puerto Rican life. As a result, Puerto Rico underperformed on all important measures of a 
modern economy, including educational  attainment, cost of electricity, quality of water, tax 
compliance, and labor market participation.  

To promote the private sector, the Government undertook a broad tax incentives policy that 
led to a highly complex web of non-transparent subsidies and special tax arrangements. These 
actions neither promoted growth nor treated companies equitably, often discriminating 
against Puerto Rican companies in favor of multinational companies. Moreover, this system 
created no inducement for new investment without si milar tax incentives, further eroding the 
potential tax base. In addition , generous Government and federal transfer programs, taken 
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together, produced disincentives to formal work, given the potential loss of housing and/or 
healthcare, while increasing the share of the informal economy. Tax compliance has never 
been adequate in Puerto Rico, and it became increasingly difficult in this environment.  

Government revenues suffered and became increasingly hard to forecast. Taken together with 
unmanageable and unconnected systems of accounting across Government entities, as well as 
delayed financial audits, fiscal discipline eroded. To make up for this recurring and growing 
budgetary shortfall, the Commonwealth turn ed to debt markets. Puerto Rico bonds found 
themselves in every corner of the US bond market and, as investor appetite began to wane, the 
Government turned to securing new debt by conditionally pledging various revenue streams. 
The result was a highly complex financial structure that limited transparency  as well as 
financial accountabili ty and management.  

When the Great Recession hit in 2008, Puerto Ricoôs economy was already in a fragile fiscal 
and financial position. Since then, the economy has continued to worsen. Puerto Rico has seen 
its GNP shrink by 20%, labor force participation f all to a record low of 39%, and population 
decline by 15%.6 Puerto Rico is much poorer relative to the mainland US today than it was in 
1970. 

 Enactment of PROMESA 

By 2016, Puerto Rico had accumulated over $50 billion in unfunded pension liabilities a nd 
over $70 billion of debt and was facing an imminent default. Because Puerto Rico and its 
public corporations cannot take advantage of Chapter 9 of the US Bankruptcy Code, and an 
attempt to create a territorial bankruptcy law was struck down by the US Supreme Court, 
Congress stepped in to head off Puerto Ricoôs financial and debt crisis by passing the Puerto 
Rico Oversight, Management, and Economic Stability A ct (PROMESA). PROMESA imposed 
an automatic stay on Puerto Ricoôs debt obligations and created the Financial Oversight and 
Management Board for Puerto Rico (the ñFOMBò or ñOversight Boardò). The Oversight Board 
is tasked with restructuring Puerto Ricoôs staggering debt burden and restoring sustained 
economic growth to Puerto Rico so that the Government can achieve fiscal balance and regain 
access to the capital markets.  

Immediately after its formation, the Oversight Board began working with the Gover nment of 
Puerto Rico to create a Fiscal Plan that would help the Government achieve fiscal 
responsibility and regain access to the capital markets. The initial outcome of this work was 
the Commonwealth Fiscal Plan that the Oversight Board certified on March 13, 2017 (the 
ñMarch 2017 Fiscal Planò). A few months later, the Oversight Board filed for Title III protection 
for the Commonwealth Government, COFINA, HTA, ERS, and PREPA. Then, in September 
2017, Hurricanes Irma and Maria struck the Island, causing gr eat devastation and 
fundamentally altering the Islandôs macroeconomic reality, and ultimately requiring a new 
Fiscal Plan. 

 
6  GNP and population decline represent the change between 2008 and 2018 per data from the World Bank Groupôs World 

Development Indicators 
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 Fiscal plan updates due to natural disasters 
and emergencies 

Over the last three years, the people of Puerto Rico have endured a series of natural disasters 
and emergencies without precedent in modern history.   

On September 6, 2017 and September 20, 2017, respectively, Hurricanes Irma and Maria 
struck Puerto Rico, causing unprecedented humanitarian, economic, and infrastructure -
related damages and upending the daily lives of Puerto Ricoôs over three million residents. 
Thousands of residents were left homeless, basic utilities were completely shut down, and 
schools, hospitals, and businesses were destroyed. Tens of thousands of Puerto Ricans fled the 
Island. The federal governmentôs response has become one of the largest and most complex 
disaster recovery efforts in US history.  

The damage inflicted on Puerto Rico by the Hurricane s required the March 2017 Fiscal Plan 
to be revised. Therefore, on October 31, 2017, the Oversight Board formally requested that the 
Government submit a revised Fiscal Plan for the Commonwealth  and its instrumentalities  
based on the new post-hurricane realities . After months of hard work, engagement with 
stakeholders, and intense negotiations with the Government, the Oversight Board developed 
and certified the April 2018  Fiscal Plan to reflect the post-hurricane environment . This Fiscal 
Plan also provided for the implementation of incremental structural reforms, in p articular 
focusing on improving the competitiveness of the local labor mark et. 

As a result of Government and Oversight Board discussions concerning the necessary 
legislative actions to deregulate and make the private sector labor market more competitive , 
the Oversight Board certified an updated Fiscal Plan in May 2018. This Fiscal Plan provided 
for a series of investments that would be contingent upon the successful implementation of 
key labor market reforms.  Unfortunately, the lack of political will to pas s this much needed 
private sector labor reform  required  the Oversight Board to update and certify another Fiscal 
Plan in June 2018 to reflect the removal of this element of structural reform from the plan and 
the growth forecasts. The October 2018 Fiscal Plan was subsequently certified to reflect actual 
revenue and expenditure numbers, refined healthcare projections based on actuarial 
estimates, new federal funding estimates, and changes in the Governmentôs economic growth 
policy objectives.  

The budgetary process under PROMESA requires the annually-certified budget to be 
consistent with the certified Fiscal Plan. In light of the many variables in the forecasts, the 
Oversight Board has chosen to annually update and certify a Fiscal Plan for accuracy and to 
serve as the most updated information for the purposes of certifying an annual budget. As a 
result, prior to the adoption of the FY2020 Certified Budget, the Oversight Board certified the 
2019 Fiscal Plan, which incorporated updates for new information and data from a wide 
variety of sources. It revised the macroeconomic and population forecast in light of slower 
disaster recovery funding rollout, faster unwinding of the associated stimulus, and more 
recent federal and Puerto Rico economic statistics. It also updated the forecasted economic 
impact of structural reforms to reflect s lower than expected implementation. Finally, it re -
balanced spending across agencies to enable investments in police and public safety, 
healthcare, and education. 

On December 28, 2019, the first of many earthquakes shook Puerto Rico, registering at a 
magnitude of 4.7 on the Richter scale. On January 6, 2020, Puerto Rico experienced a 5.8 
magnitude earthquake. The next day, Puerto Rico experienced a magnitude 6.4 earthquake, 
the most destructive earthquake in a century. On that same day, January 7, 2020, the 
Oversight Board approved the Governmentôs request to access funding from the Emergency 
Reserve funds for FY2019 and FY2020 ($260 million in total) in order to bolster the respo nse 
to the earthquakes. On May 2, 2020, an earthquake with a 5.4 magnitude struck Puerto Ricoôs 
southwestern coast. The seismic event, which briefly knocked out power in some areas, hit 
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near the city of Ponce. This earthquake represented one of 1,000 overall earthquakes of 
magnitude 3 or greater in 2020, with six being over magnitude 5.5. Hundreds of structures, 
including homes, local government institutions, small businesses, and houses of worship, have 
been damaged or destroyed by these devastating shocks. According to a January 29, 2020 
report, published by the United States Geological Survey (USGS), there is a high likelihood of 
continued, material aftershocks.7 While there  will be fewer over time, Puerto Rico continues 
to be at risk of potentially catastrophic earthquakes. 

On top of the Hurricanes and earthquakes, Puerto Rico, like the rest of the world, was 
confronted , seemingly overnight, with the global COVID-19 pandemic in early 2020 , which 
has required immediate and urgent action.   

On March 3, 2020, the Oversight Board made available emergency reserve funds for use in 
preparedness and response activities related to COVID-19. In so doing, the Oversight Board 
sought to support the Governmentôs efforts to move quickly and limit the risk to the people of  
Puerto Rico to the maximum extent possible. On March 15, 2020, Governor Vázquez signed 
Executive Order 2020-023. This Executive Order directed the ñclosure of all businesses in 
Puerto Rico as of March 15 at 6:00 p.m.ò for two weeks, putting Puerto Rico into lockdown 
earlier than any US state. The Executive Order also imposed a curfew from 9:00 p.m. through 
5:00 a.m. during which time all residents of Puerto Rico were to remain in their residences. 
However, only businesses related to the distribution of food, medical supplies and equipment, 
gas, financial and banking institutions, and  elderly care centers were excluded and remained 
open. In addition, the Government closed San Juan Bay to cruise ship vessels effective as of 
March 17, 2020. On March 30, 2020, Governor Vázquez announced that, based on 
recommendations from the Governmentôs Health Taskforce and the continuing state of 
emergency, the closure of businesses and curfew established in the Executive Order was 
extended until April 12, 2020.  

The effects of public health crisis have been far reaching and devastating ï both as a 
humanitarian crisis and economically. To provide additional support to the Island in 
responding to the COVID-19 pandemic, the Oversight Board, on April 2, 2020, certified the 
FY2020 Emergency Measures Support Package budget. This $787 million budgetary 
allocation was designed to give the Government the resources needed to be able to respond to 
the significant difficulties arising from the Emergency Measures instituted to contain a nd 
mitigate COVID -19. More specifically, it provided direct financial support payme nts to self-
employed individuals and small businesses, bonuses for frontline workers, funding for medical 
supplies, support to municipalities, and resources for PRDE to purchase equipment to 
facilitate distance learning.  

Governor Vázquez has issued an additional fifteen executive orders in response to COVID-19 
to address, among other things, the homeless, school and private sector closures, acquisition 
of goods and services, use of the National Guard, prompt diagnosis of COVID-19, special leave 
for public employees affected by COVID-19, the creation of a medical task force to advise 
Governor Vázquez, and the state of emergency due to the pandemic. Taken together, these 
measures aim to protect the physical, mental, and economic health of the people of Puerto 
Rico, while preserving the social fabric of the Islandôs diverse communities.  

Executive Order 2020-033, enacted on April 12, 2020, included an extension of the shelter-
in-place directive up to May 3, 2020. It also included a curfew from 9:00 PM to 5:00 AM  and 
authorization to operate a limited number of businesses deemed as essential. On April 14, 
2020, Governor Vázquez announced she was amending the curfew established pursuant to EO 
2020-33 to be in force from 7:00 PM to 5:00 AM. EO 2020 -033 also allowed somewhat more 
flexibility than previous orders, particularly by trying to promote working from home and 

 
7  US Geological Survey, 2020 Southwest Puerto Rico Earthquake Sequence (January 29, 2020) 
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slightly expanding the list of essential businesses. Since the original March direction, Governor 
Vázquez has issued several extensions to Puerto Ricoôs shelter-in-place policy.  

On May 1, 2020, the Governor issued Executive Order 2020-038, which extended Puerto 
Ricoôs shelter-in-place period until May 25, 2020 but also lif ted certain business restrictions 
to allow limited openings of certain industries, shops, and services at specific times while 
continuing to observe social distancing rules. This initial reopening is limited to primary and 
specialist doctors and dentists, animal shelters, vehicle repair and parts services, laundromats, 
elevator inspections, removals, services to ports and airports, air conditioner repair and 
maintenance services, notary services, and critical infrastructure services, among others. As 
the Government observes the results of this limited reopening, the Government will re -
evaluate and further amend business restrictions as necessary to promote economic recovery 
while preserving health and safety. 

On May 21, 2020, Governor Vázquez issued an executi ve order that further allowed certain 
business operations, sports activities and worship services to gradually restart Tuesday, May 
26. Social distancing measures apply, and the Islandôs 7:00  PM to 5:00  AM curfew will remain 
in effect until June 15. 

In order to enhance coordination with the private sector, the Health and Economics task forces 
were constituted. The Health Taskforce is led by Dr. Segundo Rodríguez, head of the 
University of Puerto Rico Medical Sciences Campus. The Economics Taskforce, which uses 
FEMAôs Business Emergency Operations Center framework, was implemented in Puerto Rico 
in the aftermath of Hurricane Maria. With this previous emergency management experience, 
the Economics Taskforce was able to start executing quickly and is led by Eng. Emilio Colón, 
former president of the P.R. Homebuilders Association.  These decisive and aggressive 
measures have helped the Island control the infection rate of COVID-19. 

It is with this unprecedented change to the economic and public health climate th at the 2020 
Fiscal Plan has been certified. As with prior Fiscal Plans, it includes updates for new 
information about government revenues, expenditures, and reform efforts tha t have come to 
light in the past year. It also includes an analysis of the implications of recent earthquakes, 
and the current global COVID-19 pandemic. In light of  the unprecedented uncertainty of the 
current environment, the 2020 Fiscal Plan displays an alternative downside scenario for 
informational purposes only  that is based on the International Monetary Fundôs downside 
alternative growth projection for the US economy (discussed further in Chapter 4). Finally, it 
includes a one year delay in incremental government efficiency savings expectations to allow 
the Government to focus on the implementation of needed efficiency and structural reforms . 
In FY2021, to the Government must center all efforts on making the necessary changes to how 
the government operates and delivers government services, as well as taking steps to improve 
the conditions for investment in the economy in a post-COVID-19 world. Now, more than ever, 
it is essential that the Government focus all of its attention and capacity on implementation to 
better serve the people of Puerto Rico in need of efficient government services and to eliminate 
barriers to economic development and recovery from the unprecedented economic damage 
caused by this series of disasters. 
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PART II. Puerto Ricoôs path to fiscal and 
economic sustainabilit y 

 Macroeconomic and demographic trajectory  

The 2020 Fiscal Plan forecasts that the economy of Puerto Rico will shrink by 4.0% in real 
terms in FY2020, largely due to the COVID-19 pandemic, with a limited recovery of 0.5% in 
FY2021. This recovery is then followed by negative real growth in FY2022 and FY2023 due to 
the unwinding of fiscal sti mulus from federal fundin g in the aftermath of multiple natural 
disasters and emergencies. While the baseline scenario assumes gradual improvements 
beginning in the summer, under the illustrative alternative downside scenario, which assumes 
that the pandemic does not recede in the second half of the year, the economy is projected to 
shrink by 5.8% in FY2020 and again decline by 3.4% in FY2021. Exhibit 5 shows the real GNP 
growth rates (in both the baseline and illustrative downside scenarios) , after the impact of 
measures, structural reforms, and disaster relief funding .  

EXHIBIT 5: REAL GNP GROWTH RATE AFTER MEASURES, STRUCTURAL REFORMS, 
AND DISASTER RELIEF FUNDING  

 

The baseline economic outlook model, which forecasts GNP growth, primarily relies on a 
comprehensive dataset on the Puerto Rican economy from 1965 to 2017. It includes dozens of 
variables that collectively describe the Puerto Rican economy (e.g., growth, population, capital 
stock, etc.), and is largely impacted by four major factors: (a) the pre-hurricane trendline of 
Puerto Rico, (b) impacts from the shocks of hurricanes, earthquakes, and COVID -19 on 
economic activity, employment and the capital stock, (c) the stimulati ve impact of federal and 
local relief assistance for hurricanes, earthquakes, and COVID-19 (discussed in Section 4.2), 
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and (d) proposed government efficiency measures and structural reforms (discussed in 
Sections 4.3 and 4.4).8  

The 2020 Fiscal Plan also uses Congressional Budget Office (CBO) US inflation projections 
along with global forecasts of oil and food prices from the IMFôs World Economic Outlook. 
Puerto Rico inflation projections are summarized in Exhibit 6 and have been updated to reflect 
the latest inflation trend prior to the on set of COVID-19, as well as the collapse in world oil 
prices and the demand shock due to COVID-19 that occurred in the fourth  quarter of FY2020. 
Given these effects, the 2020 Fiscal Plan forecasts effectively zero inflation across FY2020 and 
FY2021, with a brief dip into deflation in FY2020, followed by a reversion back to a lo nger-
term trend from FY2021 ï FY2022. 

EXHIBIT 6: ANNUAL PUERTO RICO INFLATION RATE  

  

 Impact of the global COVID -19 pandemic  

As the 2020 Fiscal Plan is being written , Puerto Rico is over two years into the period of 
recovery after the shocks of Hurricanes Irma and Maria, yet without any substantial start in 
permanent reconstruction a ctivities. As a further matter, the southern part of the Island has 
recently been hit by the strongest earthquakes that the Island had seen in decades. With the 
onset of the global COVID-19 pandemic the economy of Puerto Rico virtually ground to a halt, 
as the public health imperative for people to stay home has left all but the m ost essential 
workers unable to travel to their places of business. There is still significant uncertainty about 
the future of the global, US mainland, and Puerto Rican economies.  

The Oversight Board has consulted numerous data sources and expert economists in both 
Puerto Rico and the mainland to obtain the best insights possible into the current economic 
conditions and prospects for recovery. However, there is no precedent for COVID-19 in the 
historical dataset that informs the Fiscal Plan macroeconomic model. As such, the Oversight 

 
8  The forecast relies on a 60-year comprehensive dataset and applying statistical regressions to show the effects of multiple 

yet distinct inter-related components of past hurricanes, exogenous developments, and economic policies on growth and 
inflation. 
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Board recognizes that there is considerable uncertainty around the near -term economic 
outlook, as there remains a wide range of potential public health and economic outcomes for 
Puerto Rico, the nation, and the world.  Notwithstanding  this uncertainty, the Oversight Board 
has worked to develop a reasonable base case with the information and experience currently 
available.  

Impact of COVID -19 on the US economy 

Consistent with past practice, the Oversight Board primaril y relies on US government 
economic forecasts to establish the general economic conditions within which the economy of 
Puerto Rico evolves. On April 24, 2020, the CBO released its provisional forecast of US GDP 
growth for FY2020 and FY2021, showing a real GDP decline of -5.6% in FY2020, followed by 
a partial recovery of +2.8% in FY2021.9 The 2020 Fiscal Plan uses this forecast as a key input 
to create the forecast for the economy of Puerto Rico. 

Given the unprecedented uncertainty of the current envi ronment, the 2020 Fiscal Plan also 
displays an alternative downside scenario for informationa l purposes only . Rather than 
relying on current CBO estimates of US mainland growth, this scenario rel ies on an alternative 
projection  for US growth described in the International Monetary Fund ôs April 2020 World 
Economic Outlook. The IMF alternative scenario considers the implications if the pandemic 
did ñnot recede in the second half of this year, leading to longer containment periods, 
worsening financial conditions, and further breakdowns in global supply chains.ò10 In that 
case, the IMF forecasts negative real growth globally in both 2020 and 2021, which the 2020 
Fiscal plan estimates implies a -8.7% and -0.7%, decline in US growth, respectively. 

Of course, while the Puerto Rican economy is currently experiencing an overwhelmingly 
negative impact from COVID -19, it is possible that the economy could see some benefit from 
the crisis. For example, if concerns over global supply chains result in increased domestic 
pharmaceutical and medical supply manufacturing , and Puerto Rico is able to play a leading 
role in the national portfolio of locations where this manufacturing relocates, the Island could 
experience positive growth as a result. However, given their uncertain nature , the 2020 Fiscal 
Plan does not account for these potential scenarios. 

The 2020 Fiscal Plan also does not explicitly include assumptions about the effectiveness of 
global, US federal, and Puerto Rico measures to contain the spread and impact of COVID-19. 
Rather, the Oversight Board relies on the embedded assumptions included in the CBO and 
IM F global and US growth scenarios.  

Specific impacts of COVID-19 on the economy of Puerto Rico 

After incorporating US mainland growth estimates, the 2020 Fiscal Plan forecasts the specific 
impacts of the pandemic on Puerto Rico. The approach accounts for two primary factors, 
which are outlined below: (i) lost income from an enduring spike in unemployment, and (ii) 
that the relative amount of income that will be replaced either directly by extraordinary 
government support programs or indirectly as a pass-thro ugh from non-labor forms of federal 
and local spending on the response (e.g., on public health infrastructure, distance learning for 
education) (see Section 4.2).  

To determine the lost income due to COVID-19, the Oversight Board has analyzed available 
public and private sector forecasts of US unemployment and data from the Government of 
Puerto Rico on init ial unemployment claims through early May 2020. As of May 11, 2020, 
there were 275,569 initial claims for u nemployment filed in Puerto Rico (an average of 34,446 

 
9  ñCBOôs Current Projections of Output, Employment, and Interest Rates and a Preliminary Look at Federal Deficits for 2020 

and 2021ò  

10  IMF April 2020 World Economic Outlook Press Briefing. Note that the IMF base case is closer to the CBO forecast, and 
shows a partial economic recovery in 2021. 

 



 

28 

filing per week)  since the onset of the COVID-19 pandemic, well above historical trends of 
~2,360 initial claims filings per week.11  

Exhibit 7 illustrates the unemployme nt forecast that the 2020 Fiscal Plan uses to estimate 
income loss on the Island. The forecast includes a gradual easing of unemployment through 
FY2021, though unemployment levels at the end of FY2021 are still five percentage points 
higher than at the onset of the crisis. The exhibit also shows a downside alternative scenario, 
in which employment is slower to recover. 

EXHIBIT 7: PUERTO RICO UNEMPLOYMENT FORECAST  

 

 

In light of terrible economic hardship for the people of Puerto Rico, and the US as a whole, the 
federal and local governments have stepped in to provide much needed economic support for 
residents on the Island. The following sections describe how the 2020 Fiscal Plan treats the 
combined impact of ongoing disaster relief funding, as well as more recent economic support 
in light of COVID -19. 

 Federal and local relief spending for Hurricanes Maria 
and Irm a, earthquakes, and the global COVID -19 
pandemic  

4.2.1  Disaster  relief spending from the 2017 Hurricanes  

Disaster spending tends to have a short -term stimulative effect on an economy post-crisis, 
though not in the long term. In Puerto Rico, the level of committe d public and private disaster 
relief  spending is significant when compared to the overall size of the economy. Public and 
private disaster relief spending has and will continue to impact the economy in two ways:  

 
11 United States Department of Labor, Employment & Training Administration, Unemployment Insurance Weekly Claims Data. 

Historical trend represents the weekly average from January 2, 2010 through March 14, 2020. 
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ƴ Stimulative impact from post -hurricane disa ster relief  spending that is 
greater than 100% of the Islandôs 2018 GNP. This stimulus can come in multiple 
forms, such as construction companies hiring local, unemployed workers or workers from 
the mainland US paying local withholding taxes and spending money for food and lodging.  

ƴ Expected reconstruction of the capital stock on the Island.  The 2020 Fiscal Plan 
factors in significant damage to capital stock that is repaired, in large part, by this 
significant infusion of federal and private monies, con tributing to growth in the long -term.  

The 2020 Fiscal Plan projects that ~$83 billion of d isaster relief funding in total, from federal 
and private sources, will be disbursed in the hurricane reconstruction effort over a period of 
15 years. It will be used for a mix of funding for individuals  (e.g., reconstruction of houses, 
personal expenditures related to the hurricane such as clothing and supplies), funding for the 
public  (e.g., reconstruction of major infrastructure, roads, and schools), and to cover part of 
the Commonwealthôs share of the cost of disaster relief funding  (recipients often must match 
some portion of federal public assistance spend) (Exhibit 8).12  

Of the total, ~$48 billion  is estimated to come from FEMAôs Disaster Relief Fund (DRF) for 
Public Assistance, Hazard Mitigation, Mission Assignments, and Individual A ssistance. An 
estimated $8 billion  will come from private and business insurance pay outs, and $7 billion  is 
related to other sources of federal funding.  

The 2020 Fiscal Plan includes ~$20 billion  from the federal Housing and Urban Development 
(HUD) Commu nity Development Block Grant - Disaster Recovery (CDBG-DR) program, of 
which ~$2.4 billion is estimated to be allocated to offset the Commonw ealth and its associated 
entitiesô expected FEMA-related cost-share requirements.13 This portion of CDBG-DR 
funding will go towards covering part of the ~10% cost-share burden on expenditures 
attributable to the Commonwealth, PREPA, PRASA, and HTA from FY2019 to FY2032. The 
2020 Fiscal Plan allocates $4.7 billio n for Puerto Ricoôs cost-match responsibility . After the 
CDBG-DR funds, out-of-pocket cost-share is reduced to $2.9 billion for Puerto Rico, including 
the provision of $600 million from FY2020 to FY20 32 for Commonwealth cost-match reserve 
funding in case fewer CDBG-DR funds than anticipated become available in a given year. 

 
12  Puerto Ricoôs cost-match responsibility was estimated using FEMA-provided data, adjusted by category as necessary for 

waivers and exceptions 

13  Estimate based on early assessment of CDBG-DR Action Plans for Puerto Rico (as published on March 31, 2020), as well 
as patterns of cost share coverage from CDBG-DR in historical storms  
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EXHIBIT 8: PROJECTED PRIVATE AND PUBLIC DISASTER RELIEF FUNDING ROLL OUT 

 

The major sources of disaster relief  funding are detailed below: 

ƴ FEMA Disaster Relief  Fund : FEMA provides Individual Assistance to individuals and 
families who have sustained uncovered losses due to disasters. FEMA also provides Public 
Assistance to state and local governments and certain ty pes of private not-for -profits for 
debris removal, emergency protective measures, and permanent repair to damaged or 
destroyed infrastructure . Through both its Public Assistance Program and Hazard 
Mitigation Grant Program, FEMA funds projects to reduce or eliminate long -term risks  to 
people or property from future disasters .14  

ƴ HUD Community Development Block Gr ant - Disaster Recovery  (CDBG -DR) : 
HUD provides CDBG-DR funding that can be used for assistance to individuals, 
businesses, state agencies, non-profit organizations, and economic development agencies. 
Funds are to be used in the most impacted and distressed areas for disaster relief, long-
term recovery, restoration of infrastructure, housing  assistance, and economic 
revitalization.  The 2020 Fiscal Plan assumes, based on the supplemental appropriation 
included in the Bipartisan Budget Act of 2018, that ~$2 b illion will be used to repair the 
Islandôs electric infrastructure and ~$2.4 billion will be used to cover cost-share for the 
Commonwealth and its instrumentalities. 15 

ƴ Private insurance funding: Large personal property and casualty losses have been 
incurred  in the aftermath of Hurricane Maria. An analysis of data from the Office of the 
Insurance Commissioner of Puerto Rico, adjusted for self-insured and other types of 

 
14  The 2020 Fiscal Plan does not attribute economic impact to FEMAôs Administrative funding, which is used for FEMAôs 

personnel (primarily outside of Puerto Rico), travel, and other internal costs 

15   As per the Puerto Rico Disaster Recovery Action Plan, April 2020, ñthe cost share matching requirements of many of these 
[FEMA] programs create a financial burden on subrecipients that will dramatically hinder the recovery process without 
supplemental funding. To substantially reduce this burden, PRDOH intends to leverage CDBG-DR to meet these matching 
fund requirementséò 



 

31 

coverage, was used to determine the amount that has been paid out to individuals and 
businesses for major damages.  

ƴ Other supplemental federal funding: Additional federal funding has been 
appropriated to various agencies and projects in Puerto Rico following the hurricane. This 
money is directed at a wide range of recovery efforts, from reconstruction of damaged 
buildings (for example, funding to repair damage to Job Corps centers in Puerto Rico) to 
funding for health programs and environmental management (e.g., USDA funding to 
repair water systems in rural areas) to additional funds for the Nutr itional Assistance 
Program (NAP).  

Disaster roll out for FEMA funds has been projected by subcategory to account for differences 
in when funds are spent: 

ƴ Individual Assistance from FEMA was spent in the immediate aftermath of the storm  

ƴ Public Assistance Categories A & B and Mission Assignments are used for debris removal 
and emergency work, and therefore exhausted in the early years of the recovery 

ƴ FEMA Categories C-G and Hazard Mitigation are longer -term funding streams that are 
spread out over 15 years, based on the latest estimates regarding the time that it will take 
to finalize reconstruction  

Where data on obligations and disbursements of FEMA funds are available (i.e., for FY2018 
to FY2020), the 2020 Fiscal Plan estimates actual spending for that fiscal year to be the 
midpoint between obligations (when funds are officially awarded) and disbursements (when 
the funds are spent). This is due to the timin g lag between obligation and disbursement of such 
funding. CDBG-DR funds are assumed to be disbursed through FY2032, with program types 
informed by the Puerto Rico Department of Housingôs latest available Action Plans. 

The rollout for FY2020 and  FY2021 for both FEMA Public Assistance and HUD CDBG-DR 
have been updated to reflect the expected effects of the COVID -19 pandemic. The 2020 Fiscal 
Plans assumes that a combination of restrictions on movement, materials, and travel will 
result in a six- to nine-month  delay in the ability to disburse federal funding. To date, FEMA 
has continued to ramp-up activity and f unding for hurricane -related projects; however, given 
FEMAôs increasing role in responding to COVID-19, there will be pressure on FEMA to 
imp lement both  mandates simultaneously. 

The 2020 Fiscal Plan posits that, based on how disaster relief funds are spent, these funds will 
impact the economy in various ways: to build the capital stock of the Island through 
constructing and repairing buildings or utilitie s, to directly impact the economy through 
spurring consumption of goods and services on the Island, or to fund programs and services 
on the Island. The 2020 Fiscal Plan estimates a different rate of pass-through to the economy 
for each of these different t ypes of funding as follows:16  

ƴ A 15.5% pass-through rate is assumed for funding that is used to construct and repair 
utilities, given the reliance on specialized labor and materials for such projects (e.g., FEMA 
Category F Public Assistance funding towards constructing public utilities). The rest of this 
funding flows to the Puerto Ric o capital stock and therefore contributes to long-term 
growth.   

ƴ A 23.5% pass-through rate is used for funding that is employed to construct and repair 
residential,  commercial, and school buildings given the ability to rely more on local labor 
and materials (e.g., repair to public  facilities damaged by the storm). The rest of this 

 
16  Estimated using local contracts for PREPA, residential construction and school construction. These contracts were estimated 

to have between 10% and 18% pass-through on the economy, respectively, which was then augmented by 5.5% average 
spend on transportation and logistics on construction projects, which rely on 100% domestic labor.  
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funding flows to the Puerto Ric o capital stock and therefore contributes to long-term 
growth . 

ƴ A 23.5% pass-through rate is assumed for funding that is directed towards programs and 
services (e.g., private insurance payments to reimburse personal auto expenditures), as 
this funding hits the Puerto Ric o economy through the labor associated with importing 
and transporting. This type of spending does not contribute to the capital stock on the 
Island, and therefore does not contribute to long-term growth.  

ƴ A 100% pass-through rate is assumed for funding that is used directly and in full to replace 
income or stimulate spending on goods and services originating on the Island (e.g., 
disaster nutrition assistance). This type of spending does not contribute to the capital stock 
on the Island, and therefore does not contribute to long-term growth.  

ƴ CDBG-DR funds put toward cost-share are not passed-through to the economy. These 
funds are used towards the local share of FEMA projects whose value is already accounted 
for in the respective categories. 

The 2020 Fiscal Plan also assumes that $750 million in working capital will be made available 
to address the liquidity constraints associated with the reimbursement nature of d isaster relief 
programs, subject to certain guidelines, restrictions, and best practices that the Oversight 
Board will establish.  This will  help to accelerate FEMA-approved reconstruction projects , 
particularly for permanent projects. 17 

4.2.2  Federal and local ec onomic support in response to the earthquakes  

The 2020 Fiscal Plan includes $595 million in funding from FEMA to cover the damage caused 
by the earthquakes. This estimate (which is included in Exhibit 8 above) includes $505 million 
in Public Assistance funding, of which $438 million is for Category B ï Protective Measures, 
$54 million is for Public A ssistance Management Costs, and $14 million is for Category A ï 
Debris Removal. The remaining amounts are divided between Individual Assistance ($80 
million) and Mission Assignments ($10 million). The 2020 Fiscal Plan applies a 23.5% pass-
through rate on these funds as they are directed toward the reconstruction of public buildings 
and facilities  (see Section 4.2.1). The earthquake-related federal funding is assumed to impact 
the economy from FY2020 through FY2023.  Additional federal funding (including FEMA  
Category C-G funding for permanent works ) may become available, however, there is no 
estimate yet of damages that  would allow for estimation of this additional federal funding.  

4.2.3  Federal and local economic support in response to the COVID -19 
pandemic  

In response to the COVID-19 pandemic, both the Federal Government and Puerto Rico 
Government have launched major relief packages to contain and mitigate the spread of the 
pandemic, support residents and frontline workers, and help the Islandôs economy rebound. 

On March 6, 2020, President Trump signed  an $8.3 billion emergency COVID-19 aid package. 
At least $1.05 billion  of this package will be distributed to state, local, and tribal government 
efforts through grants and cooperative agreements with the Centers for Disease Control and 
Prevention or as reimbursements from the Federal Government. The initial federal aid 
package was focused largely on public health concerns.  

On March 13, 2020, President Trump declared a national emergency in response to the 
COVID-19 pandemic. The declaration allows the administration to utilize the Stafford Act, a 

 
17  The working capital facility is considered a use of the Commonwealth balance sheet, not a Fiscal Plan expense. 
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federal law governing disaster-relief efforts and makes $50 billion in emergency funding 
available to states and territories.  

On March 18, 2020, the Families First Coronavir us Aid Package was signed into law. The bill 
includes free COVID-19 testing for uninsured individuals, emergen cy paid sick leave, 
expanded family and medical leave programs, unemployment assistance, food aid, and federal 
funding for Medicaid.   

A third phase of federal COVID-19 relief, the Coronavirus Aid, Relief, and Economic Security 
(ñCARESò) Act, was signed into law on March 27, 2020. The relief package allocates 
an estimated $2.2 trillion to battle the harmful effects of the COVID-19 pandemic. The 
package is the largest fiscal stimulus package in modern American history and aims to 
financially support both gove rnments and businesses, provide relief to individuals, and 
expand COVID-19 response measures, as well as build future resiliency. The bill  includes $150 
billion of direct support to  state and local governments. In addition, eligible individuals will 
each receive a $1,200 direct payment, as well as an additional $500 for each dependent child, 
in each case subject to income phase-outs. The bill also provides for additional unemployment  
insurance benefits for individuals impacted by COVID-19, including increme ntal benefits of 
$600 per week through July 31, 2020 and a 13-week extension in the amount of time than an 
individual may collect benefits (from 2 6 to 39 weeks). On April 24, 2020, the US government 
passed the Paycheck Protection Program and Health Care Enhancement Act, which can be 
considered as an extension of the CARES Act. This package provides an additional $ 482 billion 
for small businesses, healthcare providers, and expanded testing to address the COVID-19 
pandemic. 

The 2020 Fiscal Plan includes an estimate, shown in Exhibit 9 below, of what portion of these 
federal funds will be allocated to Puerto Rico, relying on a combination of direct federal 
government sources and agency announcements, and, in some cases, based on historical 
analogy (e.g., the American Recovery and Reconstruction Act of 2009).  
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EXHIBIT 9: ESTIMATED COVID-19-RELATED FEDERAL FUNDS ALLOCATED TO 
PUERTO RICO  

 

In addition to the federal stimulus package, the Puerto Rico Government, with the support of 
the Oversight Board, announced a package of direct assistance to workers and businesses 
amounting to approxi mately $787 million, as shown in Exhibit 10, of which $500 million was 
incremental new spending (made available via a special appropriation), $131 million was for 
education related materials through existing federal ly-funded government contracts, and $157 
million was reapportioned within the FY2020 Commonweal th General Fund budget. The 
budget for this Emergency Measures Support Package was certified by the Oversight Board on 
April 2,  2020. It is assumed in this 2020 Fiscal Plan that approximately $336 million of this 
aid package may be eligible for reimbursement from the $2.2 billion of funding allocated to 
Puerto Rico under the CARES Act. 
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EXHIBIT 10: PUERTO RICO EMERGENCY MEASURES SUPPORT PACKAGE 
PROVISIONS  

 

These funds will play an essential role in helping to mitigate the unprecedented economic 
damage from the sudden economic shock caused by the pandemic.  

The 2020 Fiscal Plan incorporates the combined effect of federal and local economic support  
in three ways. First, certain types of funding intended to prevent revenue and job loss are 
assumed to mitigate what otherwise would have been even higher unemployment and revenue 
loss had those funds not been provided. These funds are implicitly reflected in the 2020 Fiscal 
Plan because, without them, the income loss estimates would have been larger. The federal 
Paycheck Protection Program, which is designed to encourage businesses to keep employees 
on the payroll , is one example of this type of funding   

The second type of funds are those administered through economic support programs 
designed to provide income support directly from the federal or local government . Examples 
include unemployment benefits, economic impact payments, and direct payments to small 
businesses and self-employed.  

Finally, for government expenditures and programs fun ded by federal and local economic 
support programs, the 2020 Fiscal Plan uses the same approach as it does in estimating the 
pass-through of these expenditures to Puerto Rico as has been used for other types of 
economic stimulus funding such as disaster-recovery spending. Specific pass-through rates 
used on this funding are detailed below: 

ƴ A 23.5% pass-through rate is applied to spending on government programs and services. 
Examples include funding for law enforcement and the National Guard in Puerto Rico.  

ƴ A 5.5% pass-through rate is assumed for funding that is primarily direct ed to acquisition 
of goods that will predominantly  be sourced off-Island.  This funding impacts the Puerto 
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Rican economy only through the on-island transportation of such goods.  Examples of this 
are testing and medical equipment, or educational supplies to facilitate distance learning.  

The economic impact of the local and federal relief funds occurs in FY2020 and FY2021. These 
funds help counter the income loss on the Island but cannot fully prevent the negative impact 
on business activity caused by the pandemic.  

 Impact of fiscal  or Government efficiency  measures  

Government efficienc y measures  seek  to streamline and transform the 
Government of Puerto Rico  to deliver critical governmen t services to the population and 
business sector more efficiently by optimizing revenue collection and reducing government -
wide expenditures, while ensuring sustainabil ity of those services over time given population 
trends. Such policy actions will generate a contractionary impact on the economy in the short 
term but are necessary to drive government efficiency and fiscal sustainability, as well as 
improv e service delivery, in the long term. The net effect of these two forces is still significantly 
positiv e from a fiscal savings perspective through FY2049. The short-term macroeconomic 
impact of the measures is summarized in Exhibit 11. 

EXHIBIT 11: MACROECONOMIC IMPACT OF FISCAL MEASURES, INCLUSIVE OF 
DISASTER RELIEF SPENDING  

 

The 2020 Fiscal Plan assumes that the fiscal impact of disaster relief spending and fiscal 
measures is not permanent, but rather is unwound over the course of several years. The 2020 
Fiscal Plan unwinds these over five years, as model-based and econometric studies find that 
the output effect of an exogenous fiscal shock typically disappears within five years, even if 
fi scal measures are permanent.18  

 
18 Batini, N. Eyraud, L. and Weber, A. ñA Simple Method to Compute Fiscal Multipliersò, IMF Working Paper WP/14/93, as well 

as Mountford, A. and Uhlig, H. ñWhat are the Effects of Fiscal Policy Shocks?ò Journal of Applied Econometrics, 24: 960-
992 (2009) and Jorda, O. and Taylor, A. ñThe Time for Austerity: Estimating the Average Treatment Effect of Fiscal Policy,ò 
Economic Journal, 126: 219-255, February 2015. 
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 Impact of structural reforms  

The estimated impact of structura l reforms is based on work done by the International 
Monetary Fund on labor reforms implemented in Europe (e.g., Spain and Estonia) and South 
America (e.g., Peru and Colombia), among other jurisdictions; utilities reform in Latin 
America; broadly-accepted metrics for measuring improvement in th e World Bankôs Ease of 
Doing Business Rankings (as well as case examples of growth experienced by countries that 
have implemented such reforms); and education reforms in Europe and elsewhere. Structural 
reform benchmarks, to the extent possible, come from nations or jurisdictions that face similar 
constraints to Puerto Rico (e.g., limited monetary policy options, high informa l labor 
markets).  

Energy and ease of doing business reforms are projected to increase GNP by 
0 .60% by FY2025, and Human Capital and w elfare reform is expected to add 
another 0.15% in FY2026  (Exhibit 12) . Finally, K -12 education reforms add an 
additional 0.01% annual impact beginning in FY2037, resul ting in total GNP 
increase from structural reforms of 0.75% by FY2026 and 0.88% by FY2049.  The 
anticipated timing of the incremental positive impact of these reforms has b een delayed in this 
Fiscal Plan given the delay in the Governmentôs implementation efforts. 

EXHIBIT 12: MACROECONOMIC IMPACT OF STRUCTURAL REFORMS  

 

 

 Population projections  

Even before Hurricanes Maria and Irma hit the Island  in 2017, Puerto Ricoôs population had 
been trend ing downward by 1-2% every year as residents have left to seek opportunities 
elsewhere and birth rates declined. In 2016, the US Census Bureau's official forecast, projected 
a worsening population outlook due in large part to Puerto Ricoôs rapidly-aging population. 
This high average age range results from extremely low age-adjusted birth rates and 
outmigration of younger people. Indeed, in 2016, Puerto Rico began to experience negative 
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natural population change (a higher number of deaths than births). This negative natural 
change has continued unabated into 2020. 

Hurricanes Irma and Maria served to compound the problem, spurring an additional outflow 
of people just as natural population decline has set in, as many residents lost houses, jobs, and 
loved ones. While some of these people have returned, the population is still projected to 
decline over the course of the 2020 Fiscal Plan period (Exhibit 13) and beyond. Further 
disasters, such as the series of earthquakes experienced in 2020, have not made a swift return 
to balanced migration any more likely. But while net migration is a larger driver of population 
change in the short term, this factor is volatile; in the lo ng run, net migration is projected to 
return to more balanced trends. Meanwhile, natural population change is not guaranteed to 
rebalance at any point, and births are likely to continue declining, while deaths are projected 
to rise or stay stable.  

The COVID -19 pandemic has been less severe in Puerto Rico than in many other areas thus 
far, and therefore no large epidemic-driven mortality rate increase is anticipated. COVID-19 
is expected to suppress air traffic between Puerto Rico and the mainland, and thus impact 
migration, but this effect will be transitory.  

As outlined in Exhibit 13 below, this 2020 Fiscal Plan projects that by FY2025, there will be 
9% fewer people living on the Island than in FY2019, and that by FY2049, the drop will grow 
to 30%.  

EXHIBIT 13: PROJECTED POPULATION CHANGE  

 

 Impact of First Circuit ruling on Supplemental Security 
Income  benefits  

On April 10, 2020, the US Court of Appeals for the First Circuit issued a ruling in a case related 
to the eligibility of Puerto Rico residents for Supplemental Security Income (ñSSIò) benefits 
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(US v. Vaello-Madero , 2020).  SSI provides ñmonthly benefits to people with limited income 
and resources who are disabled, blind, or age 65 or older. Blind or disabled children may also 
get SSI.ò19 SSI benefits have been available to otherwise qualifying residents of the 50 states, 
the District of Columbia, and the Northern Mariana Island s. Residents of Puerto Rico, 
however, have not been eligible for SSI benefits.  

The case involved an SSI recipient who moved from New York to Puerto Rico and was 
subsequently required to repay SSI benefits received while the recipient was resident in Puerto 
Rico. The court ruled in favor of the recipien t, finding the exclusion of Puerto Rico residents 
from SSI coverage to be invalid. 

The courtôs finding is consequential, but the path forward is highly uncertain. The US 
Department of Justice has not indicated whether it intends to appeal the courtôs ruling, and 
the Social Security Administration, which administers SSI benefits, has not issued public 
guidance on how it will address the ruling of the court or on what time frame it will do so.   

If SSI benefits were ultimately extended to eligible residents of Puerto Rico, initial analysis 
suggests that it could provide over $1 billion in increm ental annual federal transfers to Puerto 
Rico. This amount would undoubtedly be welcome support to qualifying res idents across the 
Island and could enable some level of increased consumption. The ultimate economic impact 
of these transfers is unclear, however, and will be examined in future Fiscal Plans. As of the 
time of certification of the 2020 Fiscal Plan, there is no information as to when and ho w the 
benefits will become available to residents of Puerto Rico, how the Government of Puerto Rico 
will wor k with the Social Security Administration to implement the changes, and what 
program integrity steps will be taken to ensure only those eligible receive it.  

 Fiscal Plan financial projections  (FY2020-
FY2025) 

The COVID-19 pandemic will have a profound impact on economic growth and, ultimately , on 
Government revenues. In a recent report, Moodyôs Investor Services stated ñit will take years 
for state revenue to return to 2019 levels without tax increases, while recovery to a level where 
no COVID-19 crisis occurred is unlikely over a five-year horizon.ò20 The impact to Puerto Rico 
is expected to be no less severe, with a real GNP decline in FY2020 of -4.0% will change the 
trajectory of economic activity in Puerto Rico over the entire forecast period. 

As a consequence of this new economic reality, before measures and structural reforms (i.e., 
in the ñbaseline forecastò), there is a pre-contractual debt service deficit for  all years of the 
2020 Fiscal Plan.21 This deficit gets worse over time, as federal disaster relief funding slows 
down, Supplemental Medicaid funding phases out, Act 154 and Non-Resident Withholding 
revenues decline, and healthcare expenditures rise.  

The fiscal measures and structural reforms contained in the 2020 Fiscal Plan are the main 
drivers for a significant portion of the  surplus in the  2020 Fiscal Plan. Fiscal measures will 
drive ~$ 10.0 billion in savings and extra revenue over FY2020-FY2025 and structural reforms 
will drive a cumulative 0.88% increase in growth by FY2049  (equal to ~$24.7 bil lion) . 
However, even after fiscal measures and structural reforms, and before contractual debt 
service, there is an annual deficit reflected in the projections starting in FY2032. This is, in 

 
19  Understanding Supplemental Security Income (SSI) Overview -- 2020 Edition,  US Social Security Administration 

20  Moodyôs Investors Service, April 24, 2020: ñRevenue recovery from coronavirus hit will lag GDP revival, prolonging budget 
woesò  

21  The baseline forecast also reflects the pledge of a portion of annual SUT revenues to COFINA creditors as per the terms of 
the COFINA Title III Plan of Adjustment. 
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large part, due to insufficient structural reforms, including continued highly regulated and 
restricti ve private sector labor market policies that prevent higher growth , a lack of progress 
in rolling out the NAP work requirem ent to increase labor force participation rates, and more 
meaningful  Ease of Doing Business reforms to improve the economyôs competitiveness and 
attract greater levels of investment and job creation. Exhibit 14 illus trates the projected deficit 
/ surplus through FY202 5.  

Projections for FY2026 onwards are included in Chapter 6. 

EXHIBIT 14: PROJECTED DEFICIT / SURPLUS PRE- AND POST-MEASURES  

  

 Basel ine revenue forecast  

Major revenue streams (Exhibit 15) include non-export sector General Fund revenues 
(including individual, corporate, and sales and use taxes) and export sector revenues 
(including Act 154 excise taxes paid by multinationals operating on the Island, and Non-
Resident Withholdings), as well as federal funding. The 2020 Fiscal Plan also includes 
clawback revenues in the Commonwealthôs revenue streams and surplus calculations; this is 
based on the Oversight Boardôs legal conclusions that (i) such monies are property of the 
Commonwealth, (ii) each statute appropriating or transferring such monies to 
instrumentalities of the Commonwealth is preempted by PROMESA, (iii) such statutes were 
enacted by prior legislatures that cannot bind th e current legislature, and (iv) in any event, 
under the Puerto Rico Constitution, such monies would not be transferred to the 
instrumentalities while General Obligation debt is not being paid according to its terms.  

The 2020 Fiscal Plan generally reflects the revenue impact of COVID-19 in line wit h the 
estimates of macroeconomic impact described in Section 4.1. There is expected to be 
significant near -term uncertainty in the level of revenue collections as the expected duration 
and severity of the COVID-19 induced recession is constantly evolving. Personal income taxes 
will be significantly impacted by high unemployment.  Consumption taxes will be impacted by 
lower overall economic activity.  The 2020 Fiscal Plan estimates these impacts based on the 
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informat ion currently available.  Relative to the 2019 Fiscal Plan, general fund revenues are 
expected to be 12% lower in FY2020 and 11% lower in FY 2021.22 

Administrative actions tak en to delay tax payment due dates had the effect of delaying receipt 
of ~$668 milli on in taxes otherwise due in FY2020 to FY2021, according to Hacienda 
estimates. The 2020 Fiscal Plan treats these revenues as FY2020 tax revenues even though for 
some taxes the deadline for payment has been extended to early FY2021. The 2020 Fiscal Plan 
also forecasts that 10% of these revenues will not be received due to taxpayer inability to pay. 
The Oversight Board will work with Hacienda to track these receipts and adjust for actuals, 
including losses due to taxpayer inability to pay. In addition , ~$44 million in FY2020 SUT 
collections will be foregone as a result of tax exemptions on prepared food and on purchases 
for COVID-19-related first -aid items through May 2020  

EXHIBIT 15: MAJOR REVENUE STREAMS  

 

Additional details on th e fiscal plan revenue streams are provided below, with details on the 
financial projections included in the Appendix.  The following sections describe the longer-
term approach to estimating revenues for key revenue streams. 

5.1.1 Non -expor t sector General Fund re venue projections  

Individual income taxes: Individual income t axes are highly concentrated, with 78.2% of 
revenues coming from the 8.7% of returns reporting income above $60,000 in FY2018.23 The 
2020 Fiscal Plan also incorporates the expected incremental tax collections associated with 
disaster recovery spending. Indi vidual income tax collections outperformed relative to GNP 
growth in FY2018 and FY2019, and were on trend to do so again in FY2020 prior to the onset 
of COVID-19. The 2020 Fiscal Plan projects that disaster recovery spending will continue to 
contribute to the income tax base, either through mainland workers temporarily working in 

 
22  Adjusted for one-time corporate income tax payments not included in the 2019 Fiscal Plan forecasts 

23 Hacienda historical reports as of April 2018 
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Puerto Rico or from Puerto Rican residents entering the formal economy as a result of disaster 
recovery projects. 

Corp orate income taxes: There is also concentration in tax receipts among the largest 
corporations operating in Puerto Rico (e.g., ~29% of corporate income taxes are paid by 20 
corporate taxpayers).24 Historical aggregated data from Hacienda showed an influx of 
corporate activity spurred by reconstruction funding and main land-based firms entering the 
Island economy. This had led to higher corporate income taxes relative to GNP in FY2018 and 
FY2019, and this trend was continuing in FY2020 prior to the onset of CO VID -19. The 2020 
Fiscal Plan incorporates the contribution o f disaster recovery spending into future years. The 
2020 Fiscal Plan projections reflect certain adjustments to corporate income tax revenues 
attributable to one -time M&A activity which resulted i n a non-recurring $488 million of 
revenues in FY2020 and $73 million in reduced corpora te income taxes starting in FY2021, as 
projected by Hacienda.  

Sales and use taxes (SUT):  As with corporate and personal income taxes, SUT 
outperformed relative to GNP i n FY2018 and FY2019, likely boosted by the increased 
economic activity resulting from t he post-disaster reconstruction process (including through 
the replacement of lost inventory), as well as higher SUT compliance by those larger firms less 
impacted by the storm. The 2020 Fiscal Plan incorporates this incremental tax collection as 
disaster recovery continues in future years. Following the COFINA Title III Plan of 
Adjustment, a portion of SUT collections will be used to pay the settlement going forward. Thi s 
portion reaches ~$1 billion annually starting in FY2041.  

Other General Fund revenue (Motor Vehicles, Alcoholic Beverages, Cigarettes): 
Motor vehicle revenue tax receipts surged in FY2018 and this trend continued into FY2020, 
as residents accelerated motor vehicles purchases in the aftermath of the storm. The 2020 
Fiscal Plan reflects accelerated purchasing of motor vehicles that subsides and return s to 
historical trends  over multiple years. The 2020 Fiscal Plan also reiterates a need for Hacienda 
to address challenges with cigarette taxes, which were $72 million  short of required coll ections 
in FY2019. This trend was continuing in FY2020  pre-COVID-19, as Hacienda has yet to take 
steps to recover the lost revenues. 

Export sector revenue projections: Act 154 and Non-Resident Withholding (NRW) tax 
revenues are concentrated in a small numb er of multinational corporations. From FY2017 to 
FY2023, the 2020 Fiscal Plan estimates that Act 154 and NRW revenues will erode due to US 
federal tax reform (reducing Puerto  Ricoôs attractiveness as a low tax jurisdiction for 
mul tinationals), global supply chain diversification, and patent expirations.  

5.1.2  Medicaid funding  

On a steady-state basis (i.e., in the absence of supplemental federal legislation), Medicaid costs 
are funded primarily by the Commonwealth, as there is a cap on available federal fundi ng. 
Typical annual federal funding streams for the Commonwealth are the following, and are 
projected based on current law and statutory growth rates: 

ƴ Standard annual federal Medi caid funding. Although Puerto Rico has a 55% federal 
matching assistance percentage (FMAP), the amount of annual federal funding received 
under Section 1108 is capped each year. For FY2020, this funding stream was expected to 
be capped at $380.3 million, a nd though the cap grows each year according to the Medical 
CPI-U, it does not keep pace with healthcare expenditure growth.25 Each year, ~$100 

 
24 Hacienda historical reports as of April 2018 

25 According to §1108(g) of the Social Security Act., from 2011 to 2016, the cap grows by the medical component of CPI-U as 
reported by BLS each year. From FY2011-FY2016, this growth averaged 2.9%. This inflation rate differs from the healthcare 
inflation index for Medicaid and Medicare used elsewhere in the 2020 Fiscal Plan (4.5% to 5.5% from FY2020-FY2022, 
decreasing to 4.75% in FY2049). Instead, the medical component of CPI-U includes other factors that lower the inflation rate 
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million of these funds are not available to cover premium expenses, but rather are 
transferred  to the Department of Health to cover disbursements to Federally Qualified 
Health Centers (ñCentros 330ò or ñFQHCò) and Medicaid Program operations.  

ƴ Childrenôs Health Insurance Program (CHIP) funding. CHIP funding is not 
subject to a federal funding cap. Without additional l egislation, the CHIP matching rate 
(E-FMAP) for Puerto Rico is expected to be 68.5%. Under the Affordable Care Act, the E-
FMAP for Puerto Rico was raised to 91.5% through September 30, 2019; under the 2020 
Further Consolidated Appropriations Act , the E-FMAP was increased to 83.2% through 
September 30, 2021 (with an additional 11.5% increase through September 30, 2020 under 
the 2018 HEALTHY KIDS Act); and under the Families First Coronavirus Response Act, 
the E-FMAP was increased to 99.0%. When these pieces of legislation expire in October 
2021, the federal cost share is projected to decrease to the standard level (~68.5%).26  

ƴ Increases in available Medicaid funding from federal legislation: Since 2011, 
Puerto Rico has received temporary relief from rising healthcare costs through increased 
levels of federal reimbursement made available through the passage of the Affordable Care 
Act and the Bipartisan Budget Act of 2018. In December 2019, the Further Consolidated 
Appropriations Act was passed, which provided supplemental federal funding (up to $5.7B 
in total) to  Puerto Ricoôs Medicaid program through September 30, 2021 (i.e., the first 
quarter of FY2022). In addition , the law raised the FMAPðthe portion of Medicaid 
expenditures that federal funds can coverðfrom the standard level of 55% to 76% for most 
population s. Finally, as mentioned above, in response to the COVID-19 pandemic, the 
Families First Coronavirus Response Act was passed in March 2020, further increasing 
both the available federal funds (adding an additional $183M) and the FMAP (increased 
by an additional 6.2% for most populations). The available supplemental federal funds and 
higher FMAP will both return to standard levels in October 2021 without new federal 
legislation. Accordingly, the Commonwealth will hit a ñMedicaid fiscal cliff,ò whereby it 
wil l be responsible for multi -billion -dollar annual healthcare expenditures that had 
previously been covered by federal funding since 2011. The 2020 Fiscal Plan does not 
assume future legislat ion changes. The 2020 Fiscal Plan ensures that  the Commonwealth 
is fiscally responsible under current law, and factors in the cost of Medicaid going forward 
in the absence of incremental legislation. To ensure healthcare for a substantial part of the 
population, t he Commonwealth must be able to pay and manage these critic al costs, which 
grow faster than inflation,  regardless of the future federal legislative environment .  

Exhibit 16 outlines expected Medicaid federal fund receipts. After the first quarter of FY2022  
(ending September 30, 2021), supplemental federal funding is projected to phase out. This 
ñfunding cliff ò further exacerbates the imperative and urgent need to implement cost-saving 
measures to reduce long-term Medicaid costs (Medicaid expenditures are discussed in detail 
in Section 5.2.4). All projections are based exclusively on legislation that is currently in force.  

 
by approximately 3-5 percentage-points, meaning the increase in the federal funding cap will not keep up with actual 
increases in expenditures 

26  MACPAC: ñMedicaid and CHIP in the Territoriesò (April 2020) 
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EXHIBIT 16: BASELINE FEDERAL FUNDS RECEIPT PROJECTIONS  

 

5.1.3  Other federal funding  

In addition to Medi caid funding, Puerto Rico receives other federal funds on a regular basis. 
These are not to be confused with disaster relief funds, which are directly tied to Hurricane 
Maria and earthquake reconstruction activity , or with COVID-19 response and relief funds, 
which are meant to cover incremental government spend to respond to the global pandemic. 
These funds typically cover both social benefits and operational expenditures. In the 2020 
Fiscal Plan, these funds have been modeled based on what types of costs they cover (e.g., 
benefits or operations) as well as statutory formulas that define the size of Puerto Ricoôs 
allotment. For example, while Temporary Assistance for Needy Families (TANF) funds are 
typically pass-through (e.g., none of these funds go to operational costs), some Title I 
education funds are used for operational purposes (e.g., teachersô salaries, school supplies for 
programs for students with special needs, etc.). For the former, federal fund inflows and 
outflows mirror each other (as benefit n eeds decline, so do funds). For the latter, though 
inflows may decline, it does not necessarily mean expenditures decline as well ï as 
expenditures are based on operations, not on benefits formulas, and the Commonwealth may 
have to fund the operations notwithstanding reduced federal funding . Meanwhile, while Head 
Start funds are allocated from the Federal Government based on the number of children living 
in poverty, NAP funds are provided through a  block grant that is capped. The former, 
therefore, should change by population, while the latter should only grow with inflation, 
regardless of population changes. 

5.1.4  Special Revenue Funds   

Commonwealth agency Special Revenue Fund (SRF) revenues: The Commonwealth 
collects a significant portion of its revenues throu gh Special Revenue Funds, which are funded 
from, among other sources, tax revenues transferred by statutes, fees and charges for services 
by agencies, dividends from public corporations and financin g proceeds. Government tracking 
and reporting of these SRF revenues, associated expenses, and resulting surpluses or deficits 
has historically been incomplete and inconsistent. The baseline level of SRF revenues of 
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Commonwealth agencies (excluding IFCUs) has been updated in this 2020 Fiscal Plan. The 
2020 Fiscal Plan does not further detail SRF by type (special state funds, own revenues and 
other revenues), as Commonwealth agencies (excluding IFCUs) do not report this level of 
detail . Future budget and Fiscal Plan processes will aim to further clarify Special Revenue 
Funds and apply controls to ensure transparency and accountability for these revenues. SRF 
revenues from fees and collections are also expected to be negatively affected by the COVID-
19 pandemic, as agencies face decreased demand for services as a result of the lockdown.  

Independently Forecasted Component Unit (IFCU) revenues:  The Commonwealth 
contains thirteen Independently Forecasted Component Units, which range from public 
corporat ions (e.g., the State Insurance Fund Corporation) to public hospitals  (e.g., the Cardio 
Center). These entities are mostly funded by Special Revenue Funds and may also receive 
General Fund appropriations. Through the FY2020 budget process and FY2019 actuals, the 
Oversight Board was able to gain more insight into the specific revenue streams for these 
entities to further refine the IFCU revenue projections. While most IFCU revenues are 
projected using GNP, given the unique nature of each IFCU, certain revenue streams are 
grown by other factors, such as inflation, population, or as governed by legislation. The 2020 
Fiscal Plan factors in the significant expected negative impact of the COVID-19 pandemic on 
demand for government- and tourism -related services.  

Municipal co ntributions to PayGo and ASES:  The 2020 Fiscal Plan includes receipts 
from municipalities to cover retirement and healthcare expenses incurred by the 
Commonwealth on their behalf. Since the passage of Act 72-1993, ASES has received funding 
from  municipalit ies for the administration and delivery of the Government Health Plan on 
their behalf. Similarly, since the passage of Act 106-2017, municipalities that participate in 
ERS are financially responsible for PayGo expenditures covered by the Commonwealth. The 
passage of Act 29-2019 disrupted this model and required t he Government to fund 
municipalitiesô PayGo and Medicaid costs from the General Fund without receiving 
reimbursement from the municipalities . However, following legal proceedings initiat ed by the 
Oversight Board challenging the validity of Act 29 -2019 under PROMESA, the Title III court 
ruled that Act 29 -2019 violated PROMESA and nullified the law , thereby reinstating the 
municipalitiesô obligation to cover PayGo and healthcare payments for their empl oyees. This 
rulingôs consequences enabled the Commonwealth to seek reimbursement for prior payments 
made under Act 29-2019 and empowered the Commonwealth to act if these contributions are 
not received (e.g., to withhold payments for utilities, appropriatio ns). The effective date of the 
court's ruling was delayed to May 7, 2020 so as to allow for the parties to discuss potential 
solutions to the financial challenges faced by municipalities, particularly in light of the COVID-
19 pandemic. Accordingly, the 2020 Fiscal Plan assumes that municipalities fund their 
respective contributions for PayGo and healthcare expenditures going forward. In calculating 
municipalitiesô healthcare expenditures, however, the 2020 Fiscal Plan does take into account 
the incremental federal funding support in FY2021 and FY2022 made available through the 
2020 Further Consolidated Appropriations Act. Given that this funding stream expires in 
FY2022, the 2020 Fiscal Plan assumes that contributions from municipalities thereafter will 
return to previous levels, but the Oversight Board would consider utilizing a similar approach 
in future years should additional federal funding again be provided . 

Public Corporation Pay Go receipts: The 2020 Fiscal Plan includes receipts from public 
corporatio ns that participate in ERS to cover PayGo expenditures covered by the 
Commonwealth. The Commonwealth shall be reimbursed for these payments and will act if 
these contributions are not received (e.g., will withhold payments for utilities).  

FAM: The Municipa l Administration Fund (FAM) collects 0.5% of the SUT which  is 
distributed into three funds: (1) 0.2% to the Municipal Development Fund; (2) 0.2% to the 
Municipal Redemption Fund; and (3) 0.1% to the Municipal Improvement Fund (referred to 
as the FMM). Pursuant to Section 4050.09 of Act 1-2011, the FMM are to be distributed 
through annual legislation and appropriated for select capital works and improvement 
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projects for the municipalities (e.g., pu blic housing, schools). The legislature passes 
resolutions each year to allocate the FMM. These resolutions must be consistent with the 2020 
Fiscal Plan and the applicable special revenue funds included in the Certified Budget.  

5.1.5  Gross -up for tax credits  

Gross -up of revenues to reflect potential revenues without pay ment of tax 
incentives: In addition to offering preferenti al tax rates, tax exemptions, tax abatements, 
and cash grants, the Government of Puerto Rico incurs hundreds of millions of dollars in tax 
credits to corporations and individuals each year. Some of these tax credits function as 
entitlement programs: any bu siness that meets the requirements set forth in law is entitled to 
the benefit. Other tax credits give government officials considerable discretion on which 
projects will receive incentives. Many of these tax credits are intended to pursue certain policy 
goals such as stimulating employment, stimulating economic activity and economic 
development, encouraging investment, and protecting local industries. Unlike traditional 
expenditures, however, tax credits are not incurred in a transparent fashion, and, with  only a 
few exceptions, are currently uncapped by any aggregate amount of benefits conveyed. The 
issuance of tax credits also tends to be done in an ad hoc manner, with unclear economic 
justificatio n for the costs incurred and without monitoring of the goa ls described above (i.e., 
how many jobs in any particular year were created). This leads to an unpredictable, and 
potentially costly, for egone revenue stream each year. 

Uncapped and unpredictable issuance of tax expenditures can have a materially negative fiscal 
impact.  Several states have faced challenges with unexpected levels of expense from tax 
expenditures, such as Michigan (the Michigan Economic Growth Authority tax credits), 
Louisiana (tax credit for horizontal natural gas drilling), and New York (ñbrownfieldsò tax 
credits).  The examples from these states are not uncommon and they reinforce the uncertainty 
and risk associated with the establishment of tax credits. 

Policy makers in Puerto Rico must understand both the budget implications of current and  
proposed tax expenditures and be able to manage the size of tax incentives by setting limits on 
their annual cost and eliminating tax cr edits with negative returns. The issuance of reliable 
cost estimates, including a detailed analysis of the budget impli cations from each tax incentive 
and annual cost controls will help Puerto Rico avoid unexpected negative 
outcomes. Otherwise, the Government will remain powerless to manage the cost of these 
incenti ves and keep the incentives from growing uncontrollably . 

Recognizing the importance of this question to the fiscal sustainability of Puerto Rico, the 
2020 Fiscal Plan includes a forecast of gross revenues inclusive of the value of tax credits, 
along with t heir associated expenditures. The 2020 Fiscal Plan includes a forecast of gross 
revenues based on the historical level of certain tax credits claimed on income tax filings for 
individual filers, regular corporation filers, and incentive tax filers, as prov ided by Hacienda. 
As shown in Exhibit 17, over eight tax years (2010-2017), tax credits claimed across all tax 
filers averaged $247 million annually. The Oversight Board requires all reporting going 
forwar d to include monthly and quarterly reports as to the gross revenues, tax credits claimed, 
and the net revenues received for the period of the report.  
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EXHIBIT 17: TAX CREDITS BY YEAR  

 

The Government should adopt a transparent li mit to the amount of tax credits issued and 
claimed at an amount below $247 million by, for example, capping the notional amount, 
restricting the number of companies and individuals that can claim credits annually, inclu ding 
sunset provisions, or inserting  time bound clauses upon which each tax credit will expire. This 
is similar to the approach that other states have taken to limit the use or issuance of tax 
expenditures, including Arizona, California, Florida, Illinois, Massac husetts, Minnesota, New 
York, Ohio, and Pennsylvania. This limit is separate and incremental to the cash grants that 
corporations and individuals also receive, which will be captured in Certified Budgets going 
forward. Future Fiscal Plans must also be expanded to include limitations o n foregone 
revenues due to preferential tax rates and exemptions, including municipal exemptions.  

These forecasts must be maintained and updated by leveraging the work that Hacienda has 
undertaken to produce and maintain a more comprehensive measurement of tax expenditures 
over time through the annual Tax Expenditure s Report. As discussed in more detail in Section 
16.3.1, the publication of the initial Tax Expenditures Report in September 2019 provided, for 
the fi rst time, better visibility into the full scope of tax expendi tures being offered, together 
with a description and approximate cost of each expenditure. To continue building on this 
positive first step , the Government must provide an annual update to this report.  The 
Government has also taken initial steps to provide transparency around, and control these 
expenditures through its proposed reforms to the Incentives  Code. Only by explicitly 
appropriating money for incentives in the Certified Budget , and by setting a limit on the 
amount that can be spent each year, will tax incentives start to function more like regular 
spending programs, with the Government retaining  control over the cost, and less like open-
ended commitments, and enable public debate about the value of this type of spending in light 
of the various needs on the Island. 

5.1.6  Gross -up for COFIM receipts  

COFIM is the public corporation that collects the 1% Municipal Sales and Use Tax (SUT) 
established by law for certain municipalities.  The 2020 Fiscal Plan includes projections of this 
1% revenue stream, along with exactly offsetting expenses. COFIM is not an entity that receives 
appropriations from the Gener al Fund, but rather relies solely on municipal SUT.  

 Baseline expenditure forecast  

The trend of baseline expenditures, before measures and structural reforms, is summarized in 
Exhibit 18.  
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EXHIBIT 18: MAJOR EXPENDITURE CATEGORIES PRE-MEASURES  

 

5.2.1  General fund payroll and non -personnel  operating expenditures  

Payroll expenditures: Despite progress made through the FY2021 budget process, 
consistent granular payroll data continues to be a challenge for the Government. FY2018 
payroll numbers reflect actual expenditures where available and the Certified Budget in cases 
where actual data was not available (adjusted to reflect reapportionments among agencies). 
FY2019 was assumed to be equal to FY2018 given the Fiscal Plan Compliance Act, which 
enacted a payroll freeze except for certain agency-specific adjustments. Beginning in FY2020, 
base payroll has been assumed to grow by Puerto Rico inflation. Any reduction to baseline 
payroll expenditure projections from attrition, absenteeism , or workforce reductions will be 
captured through fiscal measures. 

Non -personnel operating expenditures:  Non-personnel operating expenditures in 
FY2019 were also assumed to be equal to FY2018 budgeted levels. Thereafter, non-personnel 
operating expenditures are assumed to grow by Puerto Rico inflation, with s elect adjustments 
as necessary (e.g., for reapportionments).  

5.2.2  Special Revenue Funds  

Commonwealth agency Special Revenue Fund (SRF) operational expenditures: 
The Commonwealth funds a significant portion of its expenses with  Special Revenue Funds 
and previously did not report on these expenses transparently in a consistent manner. Given 
that SRF revenues and expenditures are not part of the General Fund for budgeting purposes, 
they are not included in the General Fund budget resolutions approved by the Legislature. 
However, the Oversight Board has certified SRF expenditures starting with the FY2019 budget 
process, with the objective of applying controls and reporting requirements to ensure 
transparency and accountability for these revenues and expenditures. With data made 
available by the Commonwealth, the baseline level of SRF expenses of Commonwealth 
agencies (excluding IFCUs) has been updated. Given the mandate of the Office of the CFO to 
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place controls on SRF expenditures, expenses are forecasted to be equal to the estimated 
revenues in each year.  

Independently Forecasted  Component Unit (IFCU) operational expenditures : 
Most IFCU payroll and non -payroll expenses grow by inflation, with exceptions for certain 
expense categories (e.g., healthcare costs grow with med ical inflation, variable costs that grow 
in line with revenue s).  

The baseline expenditures include municipality and public corporation PayGo, 
COFIM, and FAM expenditures , including all the conditions outlined in Section 5.1.4.  

5.2.3  Other federal funding  

Most federal funds received by the Commonwealth are passed through to residents directly in 
the form of social benefits (e.g., TANF, WIC), but federal funds are also used to cover operating 
expenditures in many agencies. Expenditures related to pass-through federal funds are set 
equal to the associated revenue stream. Baseline expenditures related to operating 
expenditures are set based on the FY2018 federal funds budget reported by the Government 
and grow with inflation (and i n some cases population). In the case of Title I, revenues will 
grow with growth in total federal funding - presumed to track  US inflation - but decline with 
decreasing enrollment, which is the most salient determinant of Puerto Ricoôs annual 
allocation. At the same time, the 2020 Fiscal Plan assumes fixed costs associated with 
providing these services may not decline at the same rate (given historical Commonwealth 
behavior of maintaining infrastructure such as schools and program staff despite population 
decline).  

5.2.4  Medicaid expenditures  

Medicaid costs are projected to reach nearly $3.4 billion annually by FY2025. These costs are 
pr imarily driven by the weighted -average cost per member per month (PMPM) multiplied by 
the estimated number of people enrolled in the Medicaid (federal and Commonwealth-
qualified), CHIP, and Platino dual -eligible programs. Projections also include other dir ect 
health expenditures (e.g., Hepatitis C, HIV, and pulmonary programs)  that do not flow 
through managed care. These costs are exclusive of non-medical administrative costs to ASES 
and the Department of Health.   

PMPM costs  are projected to grow at 4.5% in FY2020, followed by an increase to an annual 
growth rate of 5.5% in FY2022, as a result of a longer recovery from depressed utilization 
caused by Hurricane Maria and  the impact of COVID-19. In the long term, costs increase 
according to an age-mix-adjusted PMPM growth rate, which reflects a shift to a younger 
enrollment population (see Section 6.1). 

Enrollment rates are primarily tied to overall population decline. The large drop-off in 
enrollment  between FY2018 and FY2020 mainly reflects the end to the auto re-enrollment 
period that was put in place after Hurricane Maria, a period during which many enrollees 
either left the Island or ceased to qualify for coverage under current thresholds. The baseline 
projects a return to pre -hurricane rates of enrollment in FY2020, as in the 2019 Fiscal Plan. 
Additional changes in enrollment may be drive n by the COVID-19 pandemic or other 
unexpected events.  


















































































































































































































































































































































































































































